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United States District Court for the Eastern 
District of Washington, Southern Division 


No. C-4569 
UNITED STATES OF AMERICA, 
Plaintiff, 
VS. 
JOE PALERMO, 
Defendant. 
INDICTMENT 


Vio: Sec. 145(b) Internal Revenue Code. 26 USCA 
145(b). 


The Grand Jury charges: 


Count I. 

That on or about the 15th day of February, 1951, 
at White Salmon, in the Southern Division of the 
Eastern District of Washington, Joe Palermo, who 
during the calendar year 1950 was a married man, 
did wilfully and knowingly attempt to evade and 
defeat a large part of the income tax due and owing 
by him and his wife to the United States of America 
for the calendar year 1950 by preparing or causing 
to be prepared, signing, and mailing or causing to be 
mailed, in the Eastern District of Washington to the 
Collector of Internal Revenue for the Internal Rev- 
enue Collection District of Washington at Tacoma, 
Washington, a false and fraudulent joint income tax 
return on behalf of himself and his wife, and which 
return the defendant caused to be filed with the Col- 
lector of Internal Revenue for the Internal Revenue 
Collection District of Washington at Tacoma, Wash- 
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ington, wherein it was stated that their net income 
for said calendar year was the sum of $4,553.00 and 
that the amount of tax due and owing thereon was 
the sum of $403.00, whereas, as he then and there 
well knew, their joint net income for said calendar 
year was the sum of $20,426.70, upon which said net 
income there was owing to the United States of Am- 
erica an income tax of $4,347.90, all in violation of 
Sec. 145(b), Internal Revenue Code; 26 USCA See. 
145(b) [1*] 
Count IT. 

That on or about the 9th day of February, 1952, 
at White Salmon, in the Southern Division of the 
Eastern District of Washington, Joe Palermo, who 
during the calendar year 1951 was a married man, 
did wilfully and knowingly attempt to evade and 
defeat a large part of the income tax due and owing 
by him and his wife to the United States of Amer- 
ica for the calendar year 1951 by preparing or caus- 
ing to be prepared, signing, and mailing or causing 
to be mailed, in the Eastern District of Washington 
to the Collector of Internal Revenue for the Internal 
Revenue Collection District of Washington at Ta- 
coma, Washington, a false and fraudulent joint in- 
come tax return on behalf of himself and his wife, 
and which return the defendant caused to be filed 
with the Collector of Internal Revenue for the In- 
ternal Revenue Collection District of Washington at 
Tacoma, Washington, wherein it was stated that 
their net income for said calendar year was the sum 


*Page numbering appearing at foot of page of original Certified 
Transcript of Record. 
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of $12,378.81 and that the amount of tax due and 
owing thereon was the sum of $2,408.28, whereas, as 
he then and there well knew, their joint net income 
for said calendar year was the sum of $34,330.29, 
upon which said net income there was owing to the 
United States of America an income tax of $10,- 
862.46, all in violation of Sec. 145(b), Internal Rev- 
enue Code; 26 USCA Sec. 145(b). 


Count ITT. 

That on or about the 30th day of January, 1953, 
at White Salmon, in the Southern Division of the 
Eastern District of Washington, Joe Palermo, who 
during the calendar year 1952 was a married ian, 
did wilfully and knowingly attempt to evade and de- 
feat a large part of the income tax due and owing by 
him and his wife to the United States of America 
for the calendar year 1952 by preparing or causing 
to be prepared, signing, and mailing or causing to be 
mailed, in the Eastern District of Washington to the 
Collector of Internal Revenue for the Internal Rev- 
enue Collection District of Washington at Tacoma, 
Washington, a false and fraudulent joint income tax 
return on behalf of himself and [2] his wife, and 
which return the defendant caused to be filed with 
the Collector of Internal Revenue for the Internal 
Revenue Collection District of Washington at Ta- 
coma, Washington, wherein it was stated that their 
net income for said calendar year was the sum of 
$11,791.22 and that the amount of tax due and owing 
thereon was the sum of $2,450.90, whereas, as he then 
and there well knew, their joint net income Cor said 
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calendar year was the sum of $41,249.72 upon which 
said net income there was owing to the United States 
of America an income tax of $15,898.58, all in viola- 
tion of Sec. 145(b), Internal Revenue Code; 26 
USCA See. 145(b). 


Count IV. 


That on or about the 25th day of February, 1954, 
at White Salmon, in the Southern Division of the 
Eastern District of Washington, Joe Palermo, who 
during the calendar year 1953 was a married man, 
did wilfully and knowingly attempt to evade and de- 
feat a large part of the income tax due and owing by 
him and his wife to the United States of America 
for the calendar year 1953 by preparing or causing 
to be prepared, signing, and mailing or causing to 
be mailed, in the Eastern District of Washington to 
the Collector of Internal Revenue for the Internal 
Revenue Collection District of Washington at Ta- 
coma, Washington, a false and fraudulent joint in- 
come tax return on behalf of himself and his wife, 
and which return the defendant caused to be filed 
with the Collector of Internal Revenue for the In- 
ternal Revenue Collection District of Washington 
at Tacoma, Washington, wherein it was stated that 
their net income for said calendar year was the sum 
of $16,725.32 and that the amount of tax due and 
owing thereon was the sum of $4,026.60, whereas, as 
he then and there well knew, their joint net income 
for said calendar year was the sum of $29,689.49, 
upon which said net income there was owing to the 
United States of America an income tax of $9,458.96, 
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all in violation of Sec. 145(b), Internal Revenue 
Code; 26 USCA See. 145(b). 
A True Bill. 


/s/ CALBURN MARKS, 
Foreman. 


/s/ WILLIAM B. BANTZ, 
United States Attorney. 


Date: December 5, 1956. 


[ Endorsed]: Filed December 7, 1956. [3] 


[Title of District Court and Cause. ] 


DEFENDANT’S REQUESTED 
INSTRUCTIONS 


Comes now the defendant and requests the Court 
to give the following instructions to the Jury at the 
time of the trial of the above cause. 


VELIKANJE, VELIKANJE & 
MOORE, 


/s/ JOHN 8S. MOORE, 
Attorneys for the Defendant. 


Defendant’s Instruction No. 1 
You are instructed to return a verdict of ‘‘Not 
Guilty’’ as to all four counts of the indictment 
against the defendant herein. [661] 
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Defendant’s Instruction No. 9 
If the evidence in this case can be reconciled either 
with the theory of innocence or guilt, the law re- 
quires that the defendant be given the benefit of the 
doubt, and that the theory of innocence be adopted 
by the jury. You will review all of the facts and cir- 
cumstanees in the light of this instruction. [662] 


Defendant’s Instruction No. 11 
Unless there is substantial evidence of facts which 
excludes every other reasonable hypothesis but that 
of guilt, and if all the substantial evidence is as con- 
sistent with innocence as with guilt, then it is your 
duty to return a verdict of not guilty. [663] 


Defendant’s Instruction No. 12 

Circumstantial evidence is evidence which tends to 
prove a disputed fact by proof of other facts which 
have a legitimate tendency to lead the mind to the 
conclusion that the fact exists which is sought to be 
established. It must be such as to exclude every rea- 
sonable doubt of the guilt of the defendant, and if it 
does not do so, or if you believe the circumstances 
to be as consistent with innocence as with guilt, it is 
your duty to acquit the defendant. 

In order to convict on circumstantial evidence, the 
circumstances relied on must pomt so unerringly 
to the guilt of the defendant as to exclude every 
other reasonable hypothesis. The circumstances thus 
relied on must be proved by the United States to 
your satisfaction beyond a reasonable doubt, must be 
consistent with each other, and inconsistent with 
every other reasonable theory of innocence. [664] 
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Defendant’s Instruction No. 16 

The filing of an incorrect or inaccurate income tax 
return is unlawful as to the defendant, only if the 
defendant did so wilfully, with knowledge of its 
falseness, and with intent to evade taxes. There is 
no presumption of guilt which may be drawn from 
the act itself—both knowledge and wilfulness must 
be established by the independent proof, direct or 
circumstantial. [665] 


Defendant’s Instruction No. 20 

In order to secure conviction, it is necessary that 
the United States prove that the conduct of the de- 
fendant was wilful. The mere fact that an incorrect 
tax return was filed by him is not sufficient to in it- 
self convict the defendant. If you believe the de- 
fendant did not act wilfully, but did act mistakenly, 
carelessly, negligently, or even recklessly, and that 
he did act in good faith without any wilful intent on 
his part to evade or defeat any income tax payment, 
or as the result of inadvertence, misunderstanding, 
or even careless bookkeeping, it is your duty to ac- 
quit the defendant. [666] 


Defendant’s Instruction No. 21 

You are instructed that in cases of this character, 
there is only one state of mind that can supply the 
intent necessary to sustain a conviction, and that is 
the specific intent to defeat or evade payment of the 
tax due; nor would the filing of a false return with 
any bad purpose supply the necessary intent. The 
bad purpose must be to evade or defeat the income 
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tax that is due. The filing of any incorrect return, 
without a justifiable excuse, or without ground for 
believing it to be lawful, or with a careless disregard 
for whether or not one has the right to do so, do not 
in themselves constitute wilful intent. [667] 


Defendant’s Instruction No. 24 


‘“Wilfully’’ means knowingly and with a bad heart 
and bad intent. It means having the purpose to cheat 
or defraud, or do a wrong in connection with a tax 
matter. It is not enough if all that is shown is that 
the defendant was stubborn or stupid, careless, or 
reckless, or negligent. A defendant is not wilfully 
evading a tax if he is careless about keeping his 
books and records. He is not wilfully evading a tax 
if all that is shown is that he made errors. He is not 
wilfully evading a tax if he acts without the advice 
of an accountant or lawyer, for there is no require- 
ment that a taxpayer, no matter how large his in- 
come, should engage a lawyer or an accountant in the 
keeping of his books or the preparation of his tax 
return. [668 | 


Defendant’s Instruction No. 29 

The basic issue in this case between the Govern- 
ment and the defendant is the question of whether 
the admitted underreporting of income by the de- 
fendant was the result of a wilful attempt by the 
defendant to evade income tax for the years under 
consideration. The Government has the burden of 
proving to you beyond a reasonable doubt that the 
defendant did wilfully attempt tax evasion, which 
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the defendant denies. ‘‘Wilful attempt”’ consists of 
two elements, the attempt itself, and knowing crim- 
inal intent. In determining the question of ‘‘wilful’’ 
before you may find against the defendant on any 
count of the indictment you must find beyond a rea- 
sonable doubt that at the time of the preparation 
and filing of defendant’s income tax return for the 
tax year of such count, defendant had the specific 
intent to file an income tax return understating his 
income with the evil motive or bad purpose of 
thereby evading or defeating the payment of his 
proper income tax, that is, a criminal intent. 

The intent, if any, with which an individual per- 
forms an act cannot be proved by others, normally, 
except by circumstantial evidence. Certain acts or 
conduct may be used by you in making a determina- 
tion of whether or not the defendant had such 
specific criminal intent, while other acts or conduct 
may not. Acts or conduct from which an affirmative 
wilful attempt to evade may be inferred are such as 
deliberate concealing of assets, keeping two sets of 
books, making of false entries, invoices, or altera- 
tions in books, covering up sources of income, delib- 
erate destruction of records, and other conduct the 
likely effect of which would be to mislead or conceal. 
However, the fact of understatement of income, the 
amount of the deficiency of tax or income, or dis- 
parity between income received and income reported 
cannot be considered as a factor proving or tending 
to prove the specific criminal intent. No presumption 
of criminal intent arises merely because of the un- 
derreporting of income itself. In addition, acts, or 
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conduct which are the result of carelessness, negli- 
gence, ignorance, or inadvertence [669] may not be 
used to infer the specific criminal intent because 
such acts or conduct would negative the existence of 
the necessary condition of intent itself. 

Further, in your consideration of such facts, if 
any he present in this case, it is essential, before you 
may infer specific criminal intent from any acts or 
conduct of the defendant, that such acts or conduct 
be consistent with the theory of the defendant’s 
euilt, inconsistent with every reasonable theory of 
the defendant’s innocence, and exclude every reason- 
able doubt of the defendant’s guilt. 

Therefore, your process of consideration of the 
element of specific criminal intent on each count 
should be as follows: First, determine whether or 
not you can find beyond a reasonable doubt the ex- 
istence of acts or conduct on the part of the defend- 
ant, from which, as circumstantial] evidence, vou feel 
you might infer the existence of a specific criminal 
intent in the defendant to evade or defeat his income 
tax. If you find no such acts or conduct at this point, 
vou must acquit the defendant without further con- 
sideration. Second, if vou do so find, then determine 
whether those acts and conduct are consistent with 
the theory of defendant’s guilt, inconsistent with 
every reasonable theory of the defendant’s inno- 
cence, and exclude every reasonable doubt of the de- 
fendant’s guilt. If you conclude that these three 
conditions exist as to such facts, then you should 
find one of the essential factors necessary to deter- 
mine the defendant’s guilt—the existence of the 
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specific criminal intent. However, if having found 
such acts or conduct to exist, you do not find that 
they are consistent with the theory of the defend- 
ant’s guilt, or if you do not find that they are 
inconsistent with every reasonable theory of defend- 
ant’s innocence, or if you do not find that they ex- 
elude every reasonable doubt of the defendant’s 
guilt, then or in either of those events, you must 
acquit the defendant. 


[Endorsed]: Filed July 26, 1957. [670] 


[Title of District Court and Cause. ] 


VERDICT 


We, the Jury in the Above-Entitled Cause, find 
the defendant, Joe Palermo, 


Is Guilty as charged in Count 1 of the Indict- 
ment; 


Is Guilty as charged in Count 2 of the Indict- 
ment; 
Is Guilty as charged in Count 3 of the Indict- 
ment and 
Is Guilty as charged in Count 4 of the Indict- 
ment. 
ya) Gath, BOYLE, 


Foreman. 


[Endorsed]: Filed July 30, 1957. [671] 
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United States District Court for the Eastern 
District of Washington, Southern Division 


No. C-4569 
UNITED STATES OF AMERICA, 


VS. 
JOE PALERMO. 


JUDGMENT AND COMMITMENT 


On this 30th day of July, 1957, came the attorney 
for the government and the defendant appeared in 
person and with counsel, John S. Moore, Jr. and F. 
Frederick Velikanje. 

It Is Adjudged that the defendant has been con- 
victed upon his plea of Not Guilty and a Verdict of 
Guilty of the offense of Vio. Sec. 145(b), Title 26, 
USC Evasion of Income Tax as charged in the In- 
dictment and the court having asked the defendant 
whether he has anything to say why judgment should 
not be pronounced, and no sufficient cause to the con- 
trary being shown or appearing to the Court, 

It Is Adjudged that the defendant is guilty as 
charged and convicted. 

It Is Adjudged that the defendant is hereby com- 
mitted to the custody of the Attorney General or his 
authorized representative for imprisonment for a 
period of 

Six months and fine of $2,500.00 on Count 1; 

Six months and fine of $2,500.00 on Count 2; 

Six months and fine of $2,500.00 on Count 3, 
and 
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Six months and fine of $2,500.00 on Count 4, 
imprisonment sentences to run concurrently. 
Execution of sentence suspended for ten days. 


It Is Ordered that the Clerk deliver a certified 
copy of this judgment and commitment to the United 
States Marshal or other qualified officer and that the 
copy serve as the commitment of the defendant. 


/s/ SAM M. DRIVER, 
United States District Judge. 


[Endorsed]: Filed July 30, 1957. [672] 


[Title of District Court and Cause.] 


MOTION FOR JUDGMENT OF ACQUITTAL 
OR IN THE ALTERNATIVE FOR A NEW 
TRIAL 


The defendant moves the Court for judgment of 
acquittal or im the alternative to grant him a new 
trial for the following reasons: 


1. That the Court erred in denying the defend- 
ant’s motion for acquittal made at the conclusion of 
the evidence. 

2. That the verdict 1s contrary to the weight of 
the evidence. 

3. That the verdict is not supported by substan- 

tial evidence. 

| 4. That the Court erred in charging the jury and 
in refusing to charge the juvy as requested. 

| 


J 


| 
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5. That the Court erred in admitting exhibits 
offered by the plaintiff to which objections were 


made. 
/s/ JOHN S. MOORE, JR., 


/s/ BH. FREDERICK VELIKANJE, 
Attorneys for the Defendant. 
Receipt of copy acknowledged. 
[Endorsed]: Filed July 31, 1957. [673] 


United States District Court Eastern District of 
Washington, Southern Division 


No. C-4569 
UNITED STATES OF AMERICA, 
Plaintiff, 
VS. 
JOE PALERMO, 
Defendant. 


RECORD OF PROCEEDINGS ON MOTION 
FOR JUDGMENT OF ACQUITTAL OR, IN 
THE ALTERNATIVE, MOTION FOR NEW 
TRIAL 


Be It Remembered that the above-entitled cause 
came on for hearing at Pasco, Washington, on the 
5th day of September, 1957, before the Honorable 
Sam M. Driver, Judge of the said Court; William B. 
Bantz, United States Attorney, Eastern District of 
Washington, appearing on behalf of the plaintiff; 
John S. Moore appearing on behalf of the defend- 
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ant; and the following proceedings were had, to 
wit: [674] 

The Court: United States against Joe Palermo, 
motion for judgment of acquittal and, in the alterna- 
tive, motion for new trial. 

Mr. Moore. 

Mr. Moore: Your Honor, I don’t have very much 
that is new that we didn’t argue before so I won’t 
dwell on it in view of the memorandum which I have 
submitted. 

The Court: I have read your memorandum. 

Mr. Moore: I merely wanted to point out two 
things: 

Going back to the Elwert case, which I cited to the 
Court at the close of the trial and the Court at that 
time advised that in the Court’s opinion the Su- 
preme Court had thrown that rule out—— 

The Court: Do you have the citation there? 

Mr. Moore: Of the Elwert case? 

The Court: That is on the circumstantial evi- 
dence, you mean? 

Mr. Moore: No, the Elwert case is the one which 
said that unless the Court ruled that reasonable 
minds could not find 

The Court: Oh. 

Mr. Moore: 


: some other hypothesis other than 
g uilt, that the Court had to direct a verdict of ac- 
'quittal, and along that line the Court advised that 
the Court’s opinions in the Holland case and Con- 
River cases had ruled [675] otherwise and set aside 
'that rule. 

IT merely wanted to point out that it appears to us 
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that the Holland case merely sets up the rule that 
where the Court was discussing the circumstantial] 
evidence instruction in that case, the Court said: 
‘‘The petitioners assail the refusal of the trial 
judge to instruct that where the government’s 
evidence is circumstantial, it must be such as to 
exclude every reasonable hypothesis other than 
that of guilt. There is some support for this 
type of instruction in the lower court decisions.”’ 


The Court: I gave you a citation of the Supreme 
Court case in which the Supreme Court of the 
United States has said, just as clearly as the English 
language can say it, that it isn’t necessary to in- 
struct that in a criminal case the evidence must be 
such as to negative every reasonable hypothesis ex- 
cept that of guilt; that it isn’t even the best practice 
to give it. They say that what you should do is to say 
there is no difference between circumstantial and 
direct evidence; that the jury should consider them 
both alike; and that the only requirement is that 
from all the evidence the jury be convinced of guilt 
beyond a reasonable doubt. I gave you that citation 
up there, I [676] haven’t got it here. 

Mr. Moore: Well, your Honor 

The Court: You know the case that I am talking 
about? 

Mr. Bantz: Yes. 

The Court: Recent case of the Supreme Court of 
the United States in which it seems to me they say it 
isn’t necessary to give that instruction. 

Mr. Bantz: TI looked it up at the time and that is 
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my understanding, but I don’t have it here, what 
you are talking about. 

Mr. Moore: Your Honor, that is exactly what I 
am saying; I say the same thing, that if you give a 
proper instruction on reasonable doubt, you do not 
have to give a circumstantial evidence rule. 

The Court: Well, I gave the instruction that 
there are two kinds of evidence, direct and circum- 
stantial, told them what direct was and what circum- 
stantial was. I said there is no distinction between 
the two, that they must be convinced from all the 
evidence beyond a reasonable doubt of the guilt of 
the accused. I gave that instruction in this ease. 

Mr. Moore: Yes, I realize that. I say that the 
Court is correct and that is what the Supreme Court 
has said, but I merely wanted to point out to the 
Court that the [677] Elwert case is not talking about 
that particular point. The Elwert case was putting 
it at the stand of where the judge is viewing the evi- 
dence at the close of the case and what the judge 
should do or should not do. In other words, our stand 
is that at the close of the entire case, there being 
circumstantial evidence only as to intent, that evi- 
dence did not exclude every reasonable hypothesis 
other than that of guilt. 

The Court: I do not understand it that way. I 
don’t think the Supreme Court intended to lay down 
one rule for the Jury and another rule for the judge 
in passing upon these matters. That is my firm con- 
viction after carefully reading that case and reread- 
ing it, and if I am wrong, it is easy to get a reversal. 
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Mr. Moore: That was the only thing I wanted to 
bring to the Court’s attention at this time. I won’t 
argue the rest of those matters that I have presented 
to the Court in the memorandum, although I will not 
withdraw them. 

The Court: I might say that the Ninth Circuit 
Conference, which, of course, has no official authority 
so far as the Court is concerned, but it 1s an as- 
semblage of the Judges of the Circuit and the Dis- 
trict Judges of the Ninth Circuit, and this very thing 
was discussed and in the forms of criminal instruc- 
tions that Judge Mathis of Southern California has 
prepared and with the approval of the Ninth [678] 
Circuit and have been published in the Federal Rules, 
this very thing is considered and the Conference 
came to the conelusion that you didn’t have to give 
that instruction that the evidence must negative 
every reasonable hypothesis except that of guilt; 
that the proper one to give was the one I gave here, 
so it isn’t just my own idea. 

I think, then, that the motion should be denied— 
both motions, I should say. 

Mr. Moore: Yes. 

The Court: Court will recess until 2 o’clock, 
then. [679] 


Reporter’s Certificate 
United States of America, 
Eastern District of Washington—-ss. 


I, Donald B. Oden, do hereby certify: That at all 
times herein mentioned I was acting as the Official 
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Court Reporter of the United States District Court 
for the Eastern District of Washington; that as such 
reporter I reported in shorthand and transcribed the 
foregoing proceedings before the Honorable Sam M. 
Driver, Judge of the said Court, held at Pasco, 
Washington, on the 5th day of September, 1957; that 
the within and foregoing is a full, accurate and com- 
plete transcript of the proceedings on motion for 
judgment of acquittal or, in the alternative, motion 
for new trial, in the above-entitled cause. 


Dated this 29th day of October, 1957. 


/s/ DONALD B. ODEN, 
Official Court Reporter. 


[Endorsed]: Filed October 30, 1957. [680] 


[Title of District Court and Cause. ] 


ORDER 


On the 5th day of September, 1957, at Pasco, 
Washington, the defendant’s motion for judgment of 
acquittal or in the alternative for a new trial was 
presented to the above-entitled court and the de- 
-fendant filed a memorandum of points and authori- 
: ties in support of motion for acquittal or in the al- 
ternative for a new trial and gave oral argument in 

support of said motion and the court having read the 
“memorandum of points and authorities and heard the 


oral argument of counsel. ordered as follows: 
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Motion for judgment of acquittal or in the alterna- 
tive for a new trial is hereby denied. 


Dated September 9th, 1957. 


/s/ SAM M. DRIVER, 
United States District Judge. 


Presented by: 


/s/ WILLIAM B. BANTZ, 
United States Attorney. 


[Endorsed]: Filed September 9, 1957. [681] 


[Title of District Court and Cause. ] 


NOTICE OF APPEAL 


Appellant’s Name and Address: Joe Palermo, White 
Salmon, Washington. 


Appellant’s Attorneys’ Names and Addresses: John 
S. Moore, Jr., and KE. Frederick Velikanje, 415 
Miller Building, Yakima, Washington. 


Offense: Violation of 145(b) of Title 26, United 
States Code, Evasion of Income Tax. 


STATEMENT OF JUDGMENT 
AND SENTENCE 


By Judgment entered July 30, 1957, before the 
Hon. Sam M. Driver, United States District Judge 
of the above-entitled Court, appellant was adjudged 
guilty upon a verdict of guilty rendered by a jury, 
and appellant was sentenced to six months imprison- 
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ment and fine of $2,500.00 on Count One, six months 
imprisonment and a fine of $2,500.00 on Count Two, 
six months imprisonment and a fine of $2,500.00 on 
Count Three, and six months imprisonment and a 
fine of $2,500.00 on Count Four, with the imprison- 
ment sentences to run concurrently and the execution 
of sentence suspended for ten days. Thereafter, on 
September 5, 1957, before the above-entitled Court 
with the Hon. Sam M. Driver, United States District 
Judge presiding, appellant’s motion for Judgment of 
Acquittal or in the Alternative for a New Trial was 
denied by order entered on Sept. 9, 1957. 

That appellant is now free on bail of $2,500.00. 
The above-named [682] appellant does hereby appeal 
to the United States Court of Appeals for the Ninth 
Circuit from the above-stated Judgment and the 
Order Denying Appellant’s Motion for Judgment of 
Acquittal or in the Alternative for a New Trial. 


Dated this September 5, 1957. 
/s/ JOHN 8. MOORE, | 
/s/ EH. FREDERICK VELIKAN JH, 
Attorneys for Appellant. 
Affidavit of service by mail attached. 
[Endorsed]: Filed September 9, 1957. [683] 
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[ Title of District Court and Cause. ] 


ORDER EXTENDING TIME TO FILE 
RECORD ON APPEAL 


On Motion of Defendant and for good cause 
shown, it is hereby 


Ordered that in accordance with Rule 39C of the 
Federal Rules of Criminal Procedure, the time to 
docket and file the record on appeal in the above- 
entitled cause with the United States Court of Ap- 
peals for the Ninth Circuit shall be and the same is 
hereby extended to the 1st day of December, 1957. 


Done this 10th day of October, 1957. 


/s/ SAM M. DRIVER, 
United States District Judge. 


Presented by: 


/s/ JOHN S. MOORE, 
Of Attorneys for Defendant. 


Approved by: 


/s/ WILLIAM B. BANTZ, 
United States Attorney. 


[Endorsed]: Filed October 10, 1957. [686] 
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In the District Court of the United States for the 
HKastern District of Washington, Southern Division 


Number C-4569 


UNITED STATES OF AMERICA, 
Plaintiff, 
VS. 
JOE PALERMO, 
Defendant. 


TRANSCRIPT OF PROCEEDINGS 
had in the above-entitled and numbered cause com- 
mencing at 11:00 o’clock, a.m., on the 26th day of 
February, 1957, before the Honorable William J. 
Lindberg, a United States District Judge, at Yak- 
ima, Washington. 


Appearances : 


MR. FRASER, 
Assistant United States Attorney, 
Appeared for and on Behalf of the 
Plaintiff; and 


JOHN 8S. MOORE, JR., of 
VELIKANJE, VELIKANJE AND MOORE, 
Appeared for and on Behalf of the Defend- 
ant. [4*] 
Mr. Fraser: This is United States vs. Joe Pa- 
lermo. Mr. Palermo is charged by a four-count In- 


dictment returned December 5, 1956, for wilful eva- 


*Page numbering appearing at foot of page of original Reporter's 
Transcript of Record. 


26 Joe Palermo vs. 


sion of Federal taxes under section 145(b), Internal 
Revenue Code. He is represented by John 8. Moore, 
Jr., and indicates he desires to waive reading of the 
Indictment. Mr. Moore has been furnished a copy 
of the Indictment. 

The Court: Your name is Joe Palermo? 

The Defendant: Yes. 

The Court: Is that your true and correct name? 

The Defendant: Yes. 

The Court: And Mr. Moore is your counsel. Do 
you know the nature of the charges contained in the 
Indictment ? 

The Defendant: Yes. 

The Court: Mr. Moore, you waive the reading of 
them ? 

Mr. Moore: Yes. 

The Court: Are you ready to enter a plea at this 
time ? 

The Defendant: Yes. [5] 

The Court: The Court will ask you what your 
plea is to Count 1? 

The Defendant: Not Guilty. 

The Court: Plea of not guilty may be entered to 
Count I. Do you enter a similar plea to all four 
counts ? 

The Defendant: Not Guilty. 

The Court: All right. Bail has been posted in this 
amount—in the amount of one thousand dollars 
($1,000.00). Do you wish that to remain? 

Mr. Fraser: Yes, sir; that is perfectly all right 
with the Government. 
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The Court: This matter then will be set for trial 
and the Defendant will be advised. Judge Driver 
will be here about the middle of May. 


(Whereupon, hearing in the within-entitled 
and numbered cause was adjourned.) [6] 


Reporter’s Certificate 

I, Earl V. Halvorson, Official Court Reporter for 
the United States District Court, Eastern and West- 
ern Districts of Washington, do hereby certify that 
the foregoing transcript has been prepared by me or 
under my direction and I do further certify that 
said transcript is a full, true and correct transcript 
of proceedings had in the within-entitled and num- 
bered cause on the date hereinbefore set forth. 


/s/ EARL V. HALVORSON. [7] 


United States District Court for the Eastern 
District of Washington, Southern Division 


No. C-4569 


UNITED STATES OF AMERICA, 
Plaintiff. 
vs. 
JOE PALERMO, 
Defendant. 

Be It Remembered, that the above-entitled cause 
came regularly on for trial and determination at 
Yakima, Washington, on Tuesday, July 23, 1957, be- 
fore the Honorable Sam M. Driver, United States 
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District Judge, the Chief Judge of the above-entitled 
Court, sitting with a jury. 

The plaintiff was represented by Mr. William B. 
Bantz, United States Attorney for the Eastern Dis- 
trict of Washington, and Mr. Robert Frazer, Assist- 
ant United States Attorney for the Eastern District 
of Washington. 

The defendant was represented by Mr. John S. 
Moore, Jr.; And by Mr. E. Frederick Velikanje, of 
Messrs. Velikanje, Velikanje & Moore, Attorneys at 
Law, Yakima, Washington. 

Whereupon, proceedings were had and testimony 
taken as follows, to wit: 

The Court: The Clerk will call the roll of the 
jury. Are you ready, Gentlemen, in the case of 
United States of America vs. Joe Palermo? [26] 

Mr. Bantz: The United States is ready, your 
Honor. 

Mr. Moore: The defendant is ready, your Honor. 

The Court: All right, proceed to impanel the 
quey 

(Whereupon, the jury panel was sworn and 
twelve jurors placed in the box for questioning. ) 


STATEMENT TO THE JURY 
The Court: Now, Ladies and Gentlemen, I will 
tell you just enough about this case to enable you to 
answer these questions. The real issues in the ease 
will be explained to you in much more detail from 


the attorneys and of course you will get it from the 
evidence as the case goes on. This indictment, which 
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is the formal charge in this case as I have told you 
in other cases, is not any evidence against the de- 
fendant. It is merely a statement of the charges 
against him on which he is tried, and as he has con- 
troverted the indictment by a plea of not guilty, it 
isn’t to be taken as evidence of his guilt. 

There are four counts. The indictment reads as 
follows, and I am only going to read to you the first 
count: It says That on or about the 15th day of Feb- 
ruary, 1951, at White Salmon, in the Southern Di- 
vision of the Eastern District of Washington, Joe 
Palermo, who during the calendar year 1950 was a 
married man, did wilfully and knowingly attempt to 
evade and defeat a large part of the income tax due 
and owing by him and his wife to the United States 
of America for the calendar year 1950 by preparing 
or causing to be prepared, signed and [27] mailing 
or causing to be mailed, in the Eastern District of 
Washington to the Collector of Internal Revenue for 
the Internal Revenue Collection District of Wash- 
ington at Tacoma, Washington, a false and fraudu- 
lent joint income tax return by which he substan- 
tially understated the amount of his income and the 
amount of the tax. 

Now, Count IT is identical to Count I, except that 
it is laid a year later, the 9th day of February ap- 
proximately of 1952, and involves the income tax for 
the calendar year 1951. Count III is the same again, 
except that it involves income tax for the calendar 
year 1952, and Count IV is the same except it in- 
volves income tax for the calendar year 1953. 

There are four counts that serve for four vears in 
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succession. Now, Mr. Palermo resides at White Sal- 
mon, does he, Mr. Moore? 

Mr. Moore: Yes, your Honor. 

The Court: And his attorney is Mr. Moore whom 
I just asked this question. Would you mind just 
standing, Mr. Palermo, so we can see who you are. 
Thank you. And Mr. Bantz is the United States At- 
torney, and perhaps you better stand up Mr. Bantz 
and My. Moore so everybody will know you. 


(Whereupon, the jury was duly impaneled 
and sworn to try the case, and after being duly 
admonished not to discuss the case, court was ad- 
journed until 1:30 p.m.) [28] 


July 23, 1957, 1:30 P.M. 


OPENING STATEMENT OF GOVERNMENT 
My. Bantz: Your Honor, Ladies and Gentlemen 
of the Jury, and Counsel for the defendant: This is 
what we call the opportunity that I have as the At- 
torney for the United States to make an opening 
statement and tell you what we, the United States, 
as plaintiff will prove in the case and what we must 
prove so that the case has been sufficiently covered to 
give it to the jury for you to make a decision. 
Judge Driver this morning briefly went over what 
the case was about. I am not going to read the whole 
Indictment. I will go over part of it for you as you 
will have the Indictment in the jury room with you, 
if that is the case, when you deliberate and can read 
it carefully. However, I am going to explain in 
simple laymen’s language what it says so that vou 
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will understand a little bit more as the trial pro- 
ceeds. 

To begin with, you are going to have to bear with 
us for a little while. This is not one of these speedy 
trials where a fellow gets on that can talk. We have 
a lot of exhibits. We intend to produce numerous 
particulars. I will go over those in a minute and 
some other statements, and I am sure that the de- 
fense will also. Mr. Moore and I will try to expedite 
it as much as possible to keep you attentive enough 
to what is going on. Some of the testimony takes 
more time [29] than other testimony does and is 
necessary, and we have legal procedure to follow and 
of course the Court keeps us within those bounds and 
we must adhere to it. 

Now, I want to read from the Indictment in which 
Count I is involved. I will cover it carefully. The 
other counts are the same except other years and 
figures are involved. Count I reads as follows: 

“Phat on or about the 15th day of February, 1951, 
at White Salmon, in the Southern Division of the 
Eastern District of Washington, Joe Palermo, who 
during the calendar year 1950 was a married man, 
did wilfully and knowingly attempt to evade and de- 
feat a large part of the income tax due and owing by 
him and his wife to the United States of America 
for the calendar year 1950 by preparing or causing 
to be prepared, signing, and mailing or causing to be 
mailed, in the Eastern District of Washington to the 
Collector of Internal Revenue for the Internal Rev- 
enue Collection District of Washington at Tacoma, 
Washington, a false and fraudulent joint income tax 
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return on behalf of himself and his wife, and which 
return the defendant caused to be filed with the Col- 
lector of Internal Revenue for the Internal Revenue 
Collection District of Washington at Tacoma, Wash- 
ington, wherein it was stated that their net income 
for said calendar year was the sum of $4,553.00 and 
that the amount of tax due and owing thereon was 
the sum of $403.00, whereas, as he then and there 
well knew, [30] their joint net income for said calen- 
dar year was the sum of $20,426.70, upon which said 
net income there was owing to the United States of 
America an income tax of $4,347.90, all in violation 
of Section 145(b), Internal Revenue Code; 26 
USCA See. 145(b). 

I will want to take a moment and tell you what 
that means. The legal language in there ends up this 
way and means that we must prove that he must pay 
an income tax, that he has made enough money that 
he must file an income tax return. We are alleging 
in here that he filed it and that he voluntarily filed it 
and made it up when he knowingly and wilfully had 
knowledge of more income than he had reported and 
paid tax on. 

Now, there are four counts, the first 1950, second 
1951, third 1952 and fourth 1953; four separate 
counts, and I am sure at the end of the trial that the 
Court will instruct you that each count is a separate 
crime and so I ask that you pay attention to the 
years. There are four years involved here. 

Now, the Government will talk here concerning 
other vears but they are not what you are concevned 
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here with as to the crime. We will show that is how 
he operated his business. But I want to call your 
attention to remember that there are four separate 
counts with reference to the defendant starting 
with the year 1950. The rest of the counts read 
exactly the [31] same with the exception that they 
go into the different amount of money. I will come 
to that. I am going to cover it carefully in a 
moment. 

Now, generally, the Government has two ways in 
which they can prove the false and fraudulent filing 
of income tax returns. One is what we call ‘‘net 
worth basis’’ and the other is by ‘‘specific items.”’ 
And the net worth basis, briefly, is where we start 
a man with ‘‘X’’ dollars and in a few years later 
he bas in his possession and control ‘*XY”’ dollars, 
the increase of which he can’t show how he made 
that and didn’t pay income tax on it. The other, 
specific items, is a matter in which we will show 
that he received money for certain things which he 
did not put into his return and did not account for, . 
and we will show it by checks and vouchers or by 
other means or bank accounts. 

Now, in this particular case basically all of our 
Indictment is drawn on specific items. We are going 
to introduce through the witnesses several hundred 
checks.and some bank statements, and we are going 
to rely mainly on specific items. However, there will 
be a summation of the evidence on a net worth basis 
showmeg how much the defendant was worth in the 
year of 1948, Jet us say, or 1949, and again at the 
end of 1953. 
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Now, the Government has—we start out on one of 
these cases and we have investigators who are called 
Internal [32] Revenue Agents in their different di- 
visions, one in the Auditing Section and the other in 
the Intelligence Section. We have Mr. Paul Simon- 
son from the Intelligence Section here and he will 
testify, and Mr. Donald Blankenship another one of 
the Agents with the Internal Revenue Department ; 
and both do C.P.A. work for our office when it is 
turned into us and they do the preliminary work and 
all of our investigation. 

Now, the case that we are about to present is that 
we are alleging that this case involves an understate- 
ment of income. Mr. Palermo, the defendant here, 
filed his four income tax returns. On there he did 
like any of us do. He took his expenses deducted. 
We are not denying any expense at all in these four 
years, as far as that is concerned. We are alleging 
and our proof should show, and if it doesn’t you are 
to so find, that he understated his gross receipts 
from his logging operations. That is the basis of our 
case. We are not challenging any of the expenses 
that he made that might be a little bit different, but 
they do come up under net worth analysis later on 
but it isn’t of particular purport at this time. 

I want to go a little bit further. Anything I say 
at this time I do not mean for you to take as the law 
or the evidence. I am up here to explain the position 
of the United States as the plaintiff, and I don’t 
want you to believe everything I say that isn’t it. I 
only want to show what we intend to prove the next 
few days in the courtroom [33] here and the only 
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thing you should use in your determination of the 
case would be from the evidence itself adduced by 
the witnesses under questioning here in the court- 
room. 

We are going to show somewhat in 1949 which is 
not one of the indictment years, but I believe we will 
be entitled to show that the defendant did not record 
certain checks in his books and they were amounting 
to some $10,000.00, and that he did not report in his 
report of 1949, which is not charged here but which 
we will show as a pattern along in the time. Before 
we get to 1950 I want to say that the evidence will 
Show that he took in certain items and the evidence 
will show that he took in money and wrote it down 
on a piece of paper and we will have as a witness this 
man that made out the income tax and made out 
those income tax returns, which were signed by Mr. 
Palermo and his wife and were mailed to the Collec- 
tor of Internal Revenue at Tacoma, Washington, 
where they were processed. 

Now, in 1950 the Indictment charges that he 
states that he made $4,553.00 which he should pay 
income tax on and he paid in that year $403.00. That 
will show on his income tax return. However, our 
evidence will show that during that year he received 
a total of about fifty-three checks and he did not 
record sixteen of them in his books. And we will at- 
tempt to show, as alleged in the Indictment that he 
left off $15,800 and some odd dollars of gross income 

: of which there should [84] have been an additional 
‘amount of $3,900 plus dollars in tax paid. 
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Now, in 1951 we alleged in the Indictment that he 
made as his income tax return shows and that he 
filed that he made $12,300 and some dollars and that 
he paid $2,400 and some dollars in tax. We will show 
that as alleged in the Indictment that he left off 
some $21,900 of his income and should have paid, if 
the above figure is correct, an additional $8,454.00. I 
believe that we can show that he received that year 
from logging operations some fifty-four checks of 
which he did not record in his books and records 
some twenty-five of those checks, amounting to about 
forty-five per cent of the number of checks that he 
received. 

In the year 1942 it is alleged in the Indictment 
that he made in accordance with his income tax re- 
turn $11,790.00 and that he paid income tax that year 
$2,450.00. I am leaving off these odd cents here he- 
cause it just takes too much time. Whereas, in the 
Indictment we also charge that he well knew and 
wilfully left off of his come tax return an addi- 
tional $29,458.00, and should have paid, if that figure 
is correct, an additional $13,400 of income tax. In 
1952 I believe our evidence will show that he re- 
ceived sixty-seven checks, and thirty-nine of those 
were unrecorded, which is about fifty-five per cent of 
the number of checks received. 

In 1953 his income tax return shows that he [35] 
paid income tax on $16,725.00 and that the tax for 
that year that he paid was $4,026.00, and we alleged 
in the Indictment and we will attempt to prove here 
that he left off some $12,960 and should have paid an 
ndditional $5,432 in tax. I believe that the evidence 


Uimted States of America 37 


will show that in the year 1953 he received sixty-one 
checks of which he did not record in his books some 
nineteen of those checks. 

I believe that the evidence will show that the slips 
of paper and the other items that he gave to his man 
Mr. Bates to make up the income tax return did jibe 
exactly with his books and that the books he kept 
did not record these checks or jibe with the income 
tax return. Of course, we are alleging that he left off 
of his income the matters that I have been discussing 
here of unrecorded checks. We will attempt to show 
what has happened to those during this trial. 

During those four years our evidence is and we 
will attempt to show that there were 235 checks paid 
to Mr. Palermo, of which ninety-nine were not re- 
ported by him, and we will of course break them 
down by the vears as I have been discussing with you 
previously. 

Now, the matter of this case is many times baffling 
to the mdividuals when they hear of a fraudulent in- 
come tax case. It is a matter for the jury to sit and: 
listen to the facts before them and determine if a 
defendant knowingly and wilfully failed to file a 
proper income tax return. It is no [86] mystery. It 
is no matter that has to be handled in any other wav 
than with common sense. I think in this particular 
case that there will be a little bit less arguing than 
in many of these cases that we have because the facts 
are pretty well agreed upon as to figures by both 
sides. And it is incumbent upon you to listen to the 
evidence and the instructions of the Court, which is 
final, the Court instructs vou on the law and vou 
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must listen to that and then make up your minds 
from the evidence that we produce from this court- 
room. I know that the Court asked you this morning 
to make up your mind after you have heard both 
sides. I would ask you to do that too. I am not asking 
you to convict any man until you have heard the evi- 
dence from the Government and the evidence from 
the defense that Mr. Moore and his associate will 
produce at the time of the trial. It is a little bit hard 
for you to do it but I am anxious as the Government 
is and I am sure that Mr. Moore is that you do so. It 
is a tough problem and we will do as well as we can 
to keep things straight for you. 

Now, I want to tell you momentarily here of what 
we are going to do in the way of calling witnesses. 
We have about twenty witnesses, maybe one or two 
either way, of which some are relatively short, and 
others will take a little bit longer time. J don’t know 
wnat the defense has but I thought that I should tell 
you that we the plaintiff in this case [87] expect to 
use these witnesses and produce the checks and bank 
statements and other supporting vouchers so that we 
may present all the evidence to you concerning this 
case. 

I have nothing further at this time, and thank 
you, your Honor. 

The Court: Do you wish to reserve your state- 
ment, Mr. Moore? 

Mr. Moore: No, I think I will make it now, your 
Honor. 

The Court: That is all right. 
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OPENING STATEMENT OF DEFENDANT 

Mr. Moore: Your Honor, Counsel, and Ladies 
and Gentlemen: I think I will make a short state- 
ment at this time of what I think this case will prove 
for you. As Mr. Bantz has said, the Government has 
come before you today and they have the burden of 
proving beyond a reasonable doubt that Mr. Palermo 
has violated the Federal laws. 

Now, he has indicated to you something in the na- 
ture of how much Mr. Palermo is delinquent in his 
income tax. We have no objection to that. We agree 
that he is delinquent in his income tax. As a matter 
of fact, we actually believe that Mr. Palermo owes 
more than Mr. Bantz has indicated. We have been 
working on this for quite a while and actually the 
exact amount that he owes is not too important as 
far as this case is concerned because the important 
thing as far as Mr. Bantz’s case presenting it to you 
and our defense is whether or not, whatever that 
delinquency amounts to, is the result of [38] Mr. 
Palermo’s criminal intent to evade taxes. 

The only way that Mr. Bauntz can present to you 
whether he did or did not intend to evade taxes is 
to not effect what Mr. Bantz believes is the type of 
man that Mr. Palermo is, and of course at that poimt 
we go in an opposite direction from Mr. Bantz. 

Our evidence will I think prove to you exactly 
what kind of man Mr. Palermo is and when you have 

heard all of the evidence I think you will agree with 
: us that he did not attempt to evade taxes. He is not 
the kind of man that would try it and he wasn’t try- 


| 
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ing it in any of these years. Mr. Palermo has been in 
business since 1947. From 1932 to 1947 he was a 
truck driver, driving a logging truck, working on 
and off for his father-in-law. In 1947 with his father- 
in-law’s assistance he bought two or three pieces of 
equipment and went into the logging business. 

He is not a contract logger and he doesn’t go out 
and enter into a contract to haul logs for somebody 
else. He goes out and looks over the land and buys 
the timber on it if he can and logs it off himself and 
sells the logs. And evex since he went into this busi- 
ness it hasn’t been a large business and he has had five 
or SLx or seven employees, and the business was a suc- 
cess because Mr. Palermo was out doing the work 
himself. He might work six days a week from morn- 
ing until dark. And very probably he was at fault— 
not criminal [39] fault—but he was at fault for not 
maintaining better books and for not paying closer 
attention to what his income and outgo was. He 
didn’t do that but that is not a crime. 

So, as far as this case is concerned and from the 
defendant’s standpoint, we will merely demonstrate 
to you facts from which I am sure you will find that 
he had no criminal intent at any time. Thank you. 

Mr. Bantz: May I proceed? 

The Court: You may proceed. 

Mr. Bantz: Leona Jones. 

Mr. Moore: Your Honor, before we proceed, I 
want to advise the Court that Mr. Palermo is a little 
bit hard of hearing and I have mentioned that so I 
might interrupt occasionally. 

The Court: Yes. 
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LEONA M. JONES 
called and sworn as a witness on behalf of the Gov- 
ernment, was examined and testified as follows: 


Direct Examination 


By Mr. Bantz: 
Q. Will you state your name, please? 
A. Mrs. Leona M. Jones. 
Q. And where do you live, Mrs. Jones? 
A. I live at Gig Harbor, Washington. 
Q. And where are you employed ? [40] 
A. In the Internal Revenue Office at Tacoma, 


Washington. 

Q. And how long have you been employed there? 

A. More than fifteen years. 

Q. And what is your position with the Internal 
Revenue ? 

A. I am the Acting Chief of the Returns Pro- 
cessing Branch in the Collection Division. 

Q. Now, what does that job entail ? 

A. Well, considerable. It includes the processing, 
the original processing of all returns and their filing. 

Q. Do you mean that a return that is filed in the 
District of Washington is filed in your office? 

A. Yes, sir. And in Alaska. 

Q. And also in Alaska? A. Yes, sir. 

Q. Now, does the Tacoma district include the 
Eastern District of Washington ? 

A. Yes, sir. 
-- Q. Would you just explain to the Court and to 
the jury what are the steps that are taken by the Tn- 
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ternal Revenue in the handling of an income tax re- 
turn that comes to your office after it has been 
mailed or delivered by a citizen? 

A. The first thing that happens, the envelope is 
opened, and the return or the contents of the en- 
velope stamped with the receiving date on it, and 
from that stage the return is checked for signature, 
name and address and a complete [41] address and 
it is numbered with a serial number under which it 
it filed and the Form W-2 is one is attached is veri- 
fied with the income shown on the return, and the 
return is mathematically verified as far as the com- 
putation of tax. In the final processing the tax that 
is due is assessed and if an overpayment is due a 
check is issued or a claim is allowed and the return 1s 
filed. 

@. Now, when you say that the return is filed, 
what do you mean by that? 

A. Itis placed in our returns file. 

Q. And that is where you are employed now? 

A. Iam employed doing all of those things. 

Q. You are in charge of that? A. Yes. 

Q. Now, did you bring with you as a result of in- 
quiry, made some income tax returns ? 


A. Yes, I did. 

Q. Some other papers? A. Yes, I did. 

Q. May I have those returns, please. 

A. Yes, sir. 

Mr. Bantz: Would you mark all of those sepa- 
rately? 


The Clerk: Asa group? 
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Mr. Bantz: Yes, as a group. 

The Clerk: That will be the plaintiff’s 1 through 
6, [42] your Honor. 

Q. Mrs. Jones, handing you Plaintiff’s No. 1 for 
Identification, that is one of the income tax returns 
that you brought with you, is that correct ? 

A. Yes, sir. 

Q. And who is that income tax return from, or 
purported to be from? 

A. It is the return of Joe Palermo and Bertha 
Palermo, White Salmon, Washington. 

Q. And that income tax return came from your 
custody at Tacoma? A. Yes, sir. 

Q. And looking at Plaintiff’s Exhibit 2 for Iden- 
tification, would you examine that. Is that one that 


you brought with you? A. Yes, sir. 
Q. And is that from your files? 
A. Yes, sir. 


@. And is that one also from Joe and Bertha 
Palermo of White Salmon, Washington? 

A. Itis. 

Q. And handing you Plaintiff’s Exhibit 3 for 
Identification, is that one from your files? 


A. Yes, sir. 

Q. And is that for Joe and Bertha Palermo? [43] 
mam. Yes, it is. 

Q. White Salmon, Washington? A. Yes: 
Q. Now, is there an identification mark on there 


that you can tell that it was filed in your office ? 
A. Yes, there is a receiving stamp on the return. 
Q. On each one of the three? A. Yes. 
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Q. Now, handing you Plaintiff’s Exhibit No. 4 
for Identification, would you please examine that 
and state if that is one of the returns that you 
brought with you? A. Yes, sir. 

Q. And does that purport to be one from Joe and 
Bertha Palermo? A. Yes, sir, it 1s. 

Q. And is that from your files at Tacoma? 

A. Yes, sir. 

Q. And handing you Plaintiff’s Exhibit 5 for 
Identification, would you examine that. Is that one 
that you brought from your files in Tacoma? 

A. Yes, sir. 

Q. And does it purport to be the income tax re- 
turn of Joe and Bertha Palermo? A. It is. 

Q. And would you look at Plaintiff’s Exhibit 6 
for Identification. [44] Is that one that you brought 
from Tacoma with you and has that been in vour 
custody with the Internal Revenue? 

A. Yes, sir. 

Q. And does that purport to be from Joe and 
Bertha Palermo of White Salmon, Washington ? 

A. Yes, it is. 

The Court: Could you have the witness give us 
the years involved so that it will help to keep it 
straight. 

Q. (By Mr. Bantz): Would you start with Ex- 
hibit 1 and give us the years? 

A. Exhibit 1, 748; Exhibit 2, 49; Exhibit 3, 50: 
Exhibit 4, 51; Exhibit 5, 52; Exhibit 6, ’53. 

The Court: Now, are you giving us the year fol 
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which the tax was returnable or the year for which 
it was filed? 

A. No, I am giving the year for which 

The Court: The tax was covered? 

A. Yes. 

The Court: All right. 

Q. (By Mr. Bantz): In other words, when it 
says 1953 on the return that is the year that the tax 
was due? 

A. That is the year that the tax was incurred. 

The Court: For the calendar year 1953? 

A. Yes. The tax would not be due until not later 
than March 15th for the following year. [45] 

The Court: Yes, I understand. 

Q. (By Mr. Bantz): Now, on Exhibit 6, too, is 
there an identifying mark of the Internal Revenue 
for the date and time of the return? 

A. Yes, sir. The ‘‘91”’ is stamped for the District 
of Washington and Alaska and you will notice that 
each receiving stamp is with the large figure ‘‘91’’ 
and the date is included on the receiving stamp for 
each return. 

Q. And there is one on each of these exhibits? 

A. Yes, sir. 

Q. Lxhibits 1 through 6? Ane Y cogil 

Mr. Bantz: All right. Now, I will offer Plain- 
tiff’s 1 through 6 in evidence. 

Mr. Moore: No objection to 3, 4, 5, and 6, your 
Honor. We object to the Plaintiff’s 1 and 2. 

The Court: Well, I will reserve ruling on the 
others until later statements in the trial. 3, 4, 5 and 6 
will be admitted. 
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(Whereupon, the said Income Tax returns 
were admitted in evidence as Plaintiff’s Exhib- 
its 3, 4, 5 and 6.) 


Q. (By Mr. Bantz): Handing you Plaintif{’s 
Exhibit 3, would you examine that and tell me now 
when that was filed? [46] 

A. March 5th, 1951. 

Q. All right, that is for the year 1950 then? 

A. Yes, sir. 

Q. Now, how much tax was due that year? 

A. The return indicates that there is tax due of 
$403.00. 

Q. And does it show that it was paid? 

A. Yes, it does. 

Q. How do you show that it is paid? 

A. With blue circle around the figure indicates 
that that was paid, that amount was paid. 

Q. And does that mean then that it was handled 
in the regular course of processing in your office? 

A. Yes, it does. 

Q. Now, handing you Plaintiff’s Exhibit 4, is 
that return for the year 1951? A. Yes. 

And what day was that filed ? 

February 18, 1952. 

In Tacoma? A. Yes, sir. 

Now, what was the tax due in that year? 
$2,489.28. 

And does the return show that that was paid? 
Yes, it does. 

And how can you tell that? [47] 
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A. The tax is encircled with a blue circling. 

Q. And that is the way that you handle them in 
your office? A. Yes, sir. 

Q. Handing you Plaintiff’s Exhibit 5, is that 
the income tax return for 1952? A. Yes, sir. 
And when was that filed ? 

January 31st, 1953. 

All right, and what is the tax due that year? 
The tax was $2,531.90. 

And what was paid that year? 

The payments were made on estimated tax 
= $2,919.60. 

Q. And that was paid? 

A. Yes, that was paid. 

Q. Now, handing you Plaintiff’s Exhibit 6, is 
that for the year 1953? A. Yes. 

Q. And when was that filed? 

A. Mareh Ist, 1954. 

Q. And in this vear how much income did he 
show on his return? | 

A. He shows adjusted gross income of $17,725.32. 
All right. And then how much tax was due? 
The total tax was $4,107.60. 

And that was paid? [48] 

Yes, it was paid by estimate and the payment. 
Now, each of the income tax returns will show 
: the gross adjusted income he may have made? 

A. Adjusted gross income. 

Q. Adjusted gross income? A. Yes. 

Q. And will show how much money he paid tax 
for each year? A. Yes. 


| 
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Q. Now, did you bring another paper with you? 

A. Yes, I did. 

Q. May I have that, please. Just arrange them 
so I will know what they are. Now, I asked you to 
bring some additional papers with you; are these 
the items that I asked you to bring? 

A. Yes, they are. 

Q. What does that purport to be? 

A. It is a Certificate of Assessments and Pay- 
ments received in our office. 

Q. For what individuals? 

A. For Joe and Bertha Palermo, White Salmon, 
Washington. 

Q. Did you check those figures and the records 
yourself ? A. Yes, I did. 

Q. And did you see that they were prepared? 

A. Yes, sir, I did. 

Q. Now, were these figures obtained from the 
records in your [49] office? A. Yes. 

Q. All right. And that is in Tacoma? 

A. Yes, sir. 

Mr. Bantz: Make them two separate exhibits. 

The Clerk: Plaintiff’s 7 and 8. 

Q. Handing you Plaintiff’s Exhibits for Tdenti- 
fication 7 and 8, what do those show? 

A. It shows assessment and payment of tax, 1952 
or 1948 through 1954. 

Q. By that you mean it shows what tax was due 
and what was paid ? A. Yes, sir. 

Q. In accordance with his records? 

A. That’s right. 
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The Court: What periods are covered by each 
of them? 

A. Exhibit 7 covers 1948, 1949, 1950, 1951, part 
of 1952; and 1952 is continued on Exhibit 8. 

The Court: Oh, 8 carries it on through? 

A. Yes, through 1953 and 1954. 

The Court: I see. 

Q. Also there are some matters that show much 
has been put in other funds, is that correct? 

A. Yes, sir, there was one payment of $8,000.00 
received in our office August 3rd, 1955 and it was 
placed in our [50] advance payment account. 

Mr. Bantz: JI will offer at this time Plaintiff’s 7 
and 8. 

Mr. Moore: We would object to the introduction, 
your Honor, inasmuch as they relate to 1948, 1949 
and 1954, at this time as being immaterial. 

Mr. Bantz: Your Honor, if we may reserve the 
right to offer them at a latter date when I con- 
nect them up to the other ones, although they are’ 
a part 

The Court: You have no objection to 8, I as- 
sume ? 

Mr. Bantz: 8 has 1954, your Honor. 

The Court: Oh, I see, it has a subsequent year, 
in other words? 

Mr. Bantz: Yes. 

The Court: Well, you can make an identification 
‘of them and I will reserve ruling on them until fur- 
ther foundation has been laid. 

Mr. Bantz: All right. 
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Q. Now, Mrs. Jones, what does it mean when 
you have held in abeyance or held in your office for 
advance payment of some fund from a taxpayer, 
what does that mean? 

A. Well, a taxpayer—it is held in a special fund 
if the tax has not been assessed as yet. If additional 
taxes are assessed they will pay in advance. It is 
placed in a special fund until such time as assess- 
ment is made. [51] 

Q. And that is put into a fund where it is sepa- 
rate from the general income tax returns that you 
get? A. Yes, sir. 

Q. Now, I notice, and I asked you to bring over 
with you, and I am assuming that you checked it 
over, that Mr. Palermo has some money in the ad- 
vance payment account, is that correct? 

A. Yes, sir. 

Q. And how much was that? 

A. That was $8,000.00. 

Q. And that money is in a fund for future 
assessment ? A. Yes, sir. 

Q. And for final determination between the tax- 
payer and the Internal Revenue office? 

A. That is right. 

The Court: I think you testified that that was 
paid in 1955, did you? 

A. I believe that was the date. It was received 
for certification on August 3rd, 1955. 

Mr. Bantz: “You may examine, Mr. Moore. 


= 
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Cross-Examination 
By Mr. Moore: 

Q. From that $8,000.00 suspense item, is it a 
correct assumption then that the Internal Revenue 
Service has not made a determination of Mr. Pa- 
lermo’s unpaid tax [52] liability up to the present 
time ? 

A. I would say that there has been no tax as- 
sessed up to the present time. 

Q. That tax has not been assessed against him? 

A. Yes, sir, that is right. 

Mr. Moore: That is all. 

Mr. Bantz: Your Honor, before she leaves I 
would like to ask permission that we may substitute 
at a later date photostats and the originals are to 
be returned to Tacoma, Washington. 

The Court: That will be understood. 

Mr. Bantz: All right, you may be excused. 

The Court: That will be all. 


GEORGE F. CHRISTENSEN 
ealled and sworn as a witness on behalf of the Gov- 
ernment, was examined and testified as follows: 


Direct Examination 
By Mr. Bantz: 


Q. Would you state your name, please. 

A. George Christensen. 

Q. And, Mr. Christensen, where do you reside? 
A. Stevenson, Washington. 
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Q. And where are you employed? 
A. Bank of Stevenson. [53] 
Q. And what is your position with the Bank of 


Stevenson ? A. The Manager. 
Q@. And how long have you been with the Bank 
of Stevenson? A. Since 1948. 


Q. All right. Are you familiar with the records 
and books and accounts of the Bank of Stevenson? 

A. Yes, sir. 

Q. Would you just tell me where is Stevenson 
located ? 

A. Weare halfway between The Dalles and Port- 
land, Oregon, and on the Columbia River Gorge, 
about twenty miles west of White Salmon. 

Q. Twenty miles west of White Salmon? 

A. Yes. 

Q. Now, I believe that I had subpoenaed or had 
a subpoena issued to you to furnish some records at 
this trial? A. Wee 

Q. Did you bring them with you? 

A. I have them here. 

The Clerk: Plaintiff’s 9 and Plaintiff’s 10. 

Mr. Bantz: Would you stamp those together 
and make Plaintiff’s 11. 

The Clerk: Plaimtiff’s 11. 

Mr. Bantz: Clip those together, would you 
please, Mr. Taylor. 

The Clerk: Plaintiff’s 12. Plaintiff’s 13. [54] 

The Court: 9 through 13? 

The Clerk: Yes, your Honor. 
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Q. (By Mr. Bantz): Handing you Plaintift’s 
Exhibit for Identification No. 9, Mr. Christensen, 
would you examine that and tell what that is pur- 
ported to be? 

A. That is a record of a loan under a contract 
that Mr. Palermo had with the Bank of Stevenson. 

Q. And this is from your files in the bank down 
at Stevenson ? A. Yes, sir, that is correct. 

Q. What year does that cover? 

A. 740—July of 748 to November 749. 

Q. Handing you Plaintiff’s Exhibit 10 for Iden- 
tification, would you please examine that? 

A. This is savings account of Joe Palermo. 

Q. I notice there is two sheets there. What does 
the top sheet purport to be? 

A. That is a deposit slip. 

Q. And what is the second sheet? 

A. It is the record of the deposits and with- 
drawals. 

Q. What year does that exhibit cover? 

A. August 20, 1952, ending January 3, 1956. 

Q. Handing you Plaintiff’s 11, would you state 
what that is? 

A. That is signature card for checking account 
of Joe Palermo. 

The Court: Signature card? [55] 

A. Signature card of checking account opened 
6/28/50. 

Q. What is the second item? 

A. Itis the checking account opened on Decem- 
ber 23, 1953, the signature card. 
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Q. Is that checking account or savings account? 

A. It is checking account. 

Q. Both of them? A. Yes, both of them. 

Q. Handing you Plaintiff’s 12 for Identifica- 
tion, would you please state what that is? 

A. These.are a group of deposit tickets credited 
to the account of Joe Palermo’s checking account. 

Q. What is the account on there? 

A. Joe Palermo, White Salmon, Washington. 

Q. And for what years do they cover? 

A. First deposit 6/28/50 and last deposit De- 
cember 23, 1952. 

Q. And handing you Plaintiff’s 13 for Identifi- 
cation, would you please examine that? 

A. This is the ledger sheets of the checking ac- 
count for Joe Palermo from June 29, 1950 until 
it was closed June 19, 1957, closed by a service 
charge. 

Q. And each of the exhibits that I have shown 
you, Plaintiff’s 9 through 13 for Identification, are 
part of the official records of the Bank of Steven- 
son, is that correct? A. That is correct. [56] 

Q. And did you check and see if you had any 
other records concerning Joe Palermo? 

A. J checked but I could find none. 

Q. You checked and you could find nothing 
further? A. Yes. 

Q. Handing you Plaintiff’s Exhibit 12 for Iden- 
tification, is that a savings or checking account? 

A. Checking account. 
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Mr. Bantz: Your Honor, I hope tomorrow we 
will have this speeded up but my witnesses weren’t 
here with these but we are going to get together and 
counsel will see if we can speed it up a little bit 
better. 

The Court: That is all right. 

Mr. Moore: No objection to 10, 11, and 12. 

Mr. Bantz: J am offering 10, 11, and 12. 

The Court: All right, 10, 11, and 12 will be ad- 
mitted. 

(Whereupon, the said savings and checking 
account deposit slips and ledger sheets and sig- 
nature cards were admitted in evidence as 
Plaintiff’s Exhibits Nos. 10, 11, and 12.) 


ire Ceurt: 13 runs up until 1957. 

Mr. Bantz: I am going to have that explained, 
Your Honor. [57] 

The Court: All right. 

Mr. Bantz: I am not offering No. 9 at this time. 

The Court: All right. Let me see those now. | 

Mr. Moore: No objection to 13. 

The Court: I beg your pardon? 

Mr. Moore: No objection to 13. 

The Court: ‘To 13? 

Mr. Moore: Yes, to 13. 

The Court: All right, it will be admitted then. 


(Whereupon, said group of bank ledger 
sheets was admitted in evidence as Plaintiff’s 
Exhibit No. 18.) 


The Court: That is all but 9? 
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Mr. Bantz: Yes. 

Q. Mr. Christensen, handing you Plaintiff’s Ex- 
hibit 10, would you just tell me whether that is a 
savings account or A. That is correct. 
And when was that account opened? 
August 20, 1952. 

And how much was it opened for? 
$10,000.00. 

And when was that account closed? 

January 3rd, 1956. [58] 

And how much was in the account when it 
was closed? A. $10,606.76. 

Q. Now, I notice on Plaintiff’s Exhibit 10, we 
are talking about, there is some action on it, some 
credits, what is that for? 

A. Those were interest payments. 

Q. There was nothing else in the account but 
interest payments ? A. That is all. 

Q. And the action or movements shown there are 
just interest payments put on there semi-annually 
by the bank? 

A. Semi-annually, that is correct. 

Q. Handing you Plaintiff’s Exhibit No. 18, 
when was this account opened ? 

A. June 29, 1950. 

Q. And, then, when was the account terminated? 

A. June 19th of 1957. 

Q. All right, now, referring you to the next to 
the last page and where the date is February 5th, 
1953, do you see that? A. Yes. 

Q. At the hottom of the page? A. Yes. 
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Q. There was a balance of $144.00, is that cor- 
roct? A. $144.65. It is $144.65. [59] 


Q. Yes, all right. The next is $67.77? 

A. That is correct. 

Q. Dated February 13, 1953? A. Correct. 
Q. Was there any other deposit after that time? 
A. None. 

Q. 


And were there any withdrawals, except for 
the closing withdrawal? 

A. There seems to be two or three, yes, two ten 
dollar items and a five dollar item and $55.00 item 
and another five dollar item. 

@. And when was the account closed 2 

A. June 19th, 1957. 

Q. And he has no other accounts there at the 
present time? 

A. No accounts there at the present time, no. 

Mr. Bantz: You may examine. 


Cross-Examination 
By Mr. Moore: 


Q. With reference to Identification 9, do you 
know what that is in reference to? 

A. It is a record of either a loan or contract 
purchased in the name of Joe Palermo. It was in- 
dorsed by W. F. Larson, the dealer at Carson, 
Washington. 

Q. The loan was indorsed ? 

A. It could be a contract or it could be a note 
with a [60] co-signer or indorser. The record doesn ‘t 
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very explicitly say just what it was. 
Q. You have no memory of it personally? 
A. I had nothing to do with it. 
Q. The record merely shows that that was an 
indebtedness and that was paid off? 
A. That is correct. 
Q. And who does it show paid it off? 
A. No, it doesn’t show who paid it off. 
Mr. Moore: That is all. 
Mr. Bantz: That is all, Mr. Christensen. 


(Witness Excused.) 


MARION BABB 
called and sworn as a witness on behalf of the Gov- 
ernment, was examined and testified as follows: 


Direct Examination 
By Mr. Bantz: 


Q. Would you state your name, please. 

A. Marion Babb. 

Q. And, Mr. Babb, where do you reside? 

A. White Salmon, Washington. 

Q. And what is your position; where do you 
work at White Salmon? 

A. Manager of the National Bank of [61] Com- 
merce. : 

Q. And how long have you been with the Na- 
tional Bank of Commerce? 

A. Since 1946. At White Salmon since 1951. 

Q. Since 1951. And what has your position been 
with the bank since 1951? 
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A. Assistant Cashier until 1953, and Manager 
since that time. 

Q. And as Manager are you familiar with the 
bookkeeping and accounting system of your bank? 

A. Yes, sir. 

Q. And I take it you received a subpoena from 
me to produce certain records of Joe Palermo, is 
that right? A. Yes, I did. 

Q. And did you bring those records with you? 

A. Yes. 

Mr. Bantz: May I just have them. 

The Court: That is 14? 

The Clerk: Starting with Plaintiff’s 14. 

Mr. Bantz: W4ill you mark that Plaintiff’s 15. 

The Clerk: Yes, I am just giving you a begin- 
ning number. I will give you the last one. 

@. Mr. Babb, were these all of the records that 
you had concerning Mr. Palermo and his wife? 

A. They are the records subpoenaed, sir. 

Q. They are the records subpoenaed for the’ 
years of 1948 through 1953? [62] 

A. That is right, sir. 

Q. With the exception of one check item or one 
deposit slip? 

A. One deposit slip and two other items. The 
signature card is part of that. 

Mr. Moore: What was that Identification ? 

_ Mr. Bantz: The signature card that they over- 
‘looked. J will cover that in just a minute. T just 
mislaid it. 
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The Clerk: The last number I have marked was 
21, Your Honor. 

The Court: All right. 

Q. (By Mr. Bantz): Mr. Babb, handing you 
Plaintiff’s Exhibit for Identification No. 14, would 
you please examine that and state what that is? 

A. These are deposit tickets credited to the Joe 
Palermo account for the year 1948. 

Q. 1948? A. Yes. 

Q. And those were all of the tickets for that 
period and part of your official records at the bank? 

A. Yes, sir. 

Q. And as far as you know were all of the de- 
posit slips that you have had for the year 1948? 

A. Yes, as far as I know. 

Q. Handing you Plaintiff’s 15 for Identification, 
would you [63] please examine that? 

A. Those are deposit tickets for the vear 1949, 
credited to the account of Joe Palermo. 

Q. And these are from your official records ? 

A. That’s right. 

Q. And to the best of your recollection all of 
your deposit slips that you had at the bank? 

A. Yes, that’s right. 

Q. Now, handing you Plaintiff’s Exhibit for 
Identification, No. 16, would you please examine 
that exhibit? 

A. These are deposit tickets for the year 1950, 
credited to the account of Joe Palermo. 

Q. And those were brought from your official 
records at the bank? A. Yes, sir. 
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Q. To the best of your recollection are those 
all of the records for the year 1950 that you have 
concerning deposit slips? A. They are. 

Q. Handing you Plaintiff’s 17, would you please 
examine that and state what that purports to be? 

A. These are deposit tickets for the account of 
Joe Palermo for the year 1951. 

Q. And those are from your records? 

A. They are, sir. [64] 

Q. And to the best of your recollection all of 
the deposit slips for the year 1951? 

A. They are. 

Q. Handing you Plaintiff’s No. 18, would you 
please examine that. If vou recognize it, state what 
it is? 

A. ‘These are deposit tickets for the vear 1952 
for the account of Joe Palermo. 

Q. And they are from your official records? 

A. ‘They are, sir. 

Q. And to the best of your knowledge all of 
the deposit slips that the bank had for the year 
1952? A. They are. 

Q. Handing you Plaintiff’s No. 19 for Identi- 
fication, would you state what that is? Would you 
please examine that and if you know, state what it 
is? 

A. These are deposit tickets for the year 1953 
for the account of Joe Palermo. 

Q. And those are from your official records? 

A. They are, sir. 
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Q. And they are all of your deposit slips to the 
best of your knowledge for the year 1953? 

A. There was one deposit ticket missing for 
July 20, 1953. 

Q. We can take that up later on and determine 
that by looking at the statements ? 

A. Yes, we can. [65] 

Q. In other words, Plaintiff’s 16, 17, 18, 19 for 
the years 1950; 1, 2, and 3; all of the deposit slips 
are there except for the one, is that correct? 

A. Yes, except for the one. 

Mr. Bantz: Your Honor, I am going to offer 
Plaintiff’s 16, 17, 18, 19 at this time covering the 
four indictment years. 

Mr. Moore: I note, Mr. Babb, that for 1950 his 
deposit slips are headed up ‘‘Security State Bank.”’ 
That was the name of the bank before it was taken 
over by the National Bank of Commerce? 

A. It was taken over by the National Bank of 
Commerce in 1950. 

Q. (By Mr. Bantz): The records of the Se- 
curity State Bank are the records of the National 


Bank of Commerce? A. Yes. 
Q. And they assumed the records? 
A. Yes. 


Mr. Moore: Well, as I understand it, what these 
deposit slips will show are all the deposits from 
1950 to 1953 relating to the deposits of Joe Pa- 
lermo? 

A. Yes, to the best of my knowledge. 

Mr. Moore: We have no objection. 
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The Court: They will be admitted. 16 to 19, in- 
clusive, is that right? 

The Clerk: Yes, 16 through 19. [66] 


(Whereupon, the said deposit slips were ad- 
mitted in evidence as Plaintiff’s Exhibits 16, 
17, 18, and 19.) 


Q. (By Mr. Bantz): Now, handing you 20 and 
21, do you recognize those ? A. Yes, I do. 

Q. What is Plaintiff’s 20? 

A. It is a signature ecard for the checking ac- 
count of Joe and Bertha Palermo for December 19, 
1949. There is another one for Joe and Bertha Pa- 
lermo dated October 13, 1942, I believe, for the Se- 
curity State Bank. 

Q. Those were the two cards you had in your 
bank concerning authority to cash checks and use 
the account in the bank? A. Yes. 

Q. And Plaintiff’s 21, would you examine that 
and if you recognize it state what it is? 

A. Signature card for Joe Palermo and Bertha 
Palermo, dated March 25, 1954, for the National 
Bank of Commerce. 

Q. And is that card still in effect at your bank? 

ive Yesmeir, it is. 

Q. And up until, and through, 1953 these cards 
were being used by your bank, that is Plaintiff’s 
Exhibit 202 A. That’s right. 

Mr. Bantz: J will offer Plaintiff’s 20 and [67] 


BP). Your Henor. 
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Mr. Moore: No objection, Your Honor. 
The Court: Admitted. 


(Whereupon, the said signature cards were 
admitted in evidence as Plaintiff’s Exhibits 20 
and 21.) 


Mr. Bantz: Would you mark that for identifica- 
tion, please? 

The Clerk: Plaintiff’s 22. 

Mr. Bantz: And will you please mark these ad- 
ditional ones as the next exhibit. 

The Clerk: Plaintiff’s 23. 

Mr. Bantz: Your Honor, I want to call atten- 
tion that I am not at this time offering 14 and 15 for 
identification. 

Q. Mr. Babb, handing you Plaintiff’s Exhibit 
No. 22 for identification, will you please examine 
that and if you recognize that tell the court and 
jury what it is? 

A. That is a checking account ledger sheets for 
Joe and Bertha Palermo for the Security State 
Bank from June 2, 1947, through November 23, 
1949. 

Q. All right, now, those records you have in your 
hand are part of the official records of your bank? 

A. They are. 

Q. And you brought them here with you? [68] 

A. I did. 

Q. And it starts with the year 1947 and ends in 
1949? A. That’s right. 

Q. On this Plaintiff’s 22, is that the only record 
that vou have of the checking account during that 
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period of 1947 through 1949? Ax @ Tas. 

Q. And all of the checks deposited or drawn 
would show on this account for those years? 

A. They would, yes. 

Q. Handing you Plaintiff’s 23 for Identification, 
would you please examine that exhibit? 

A. It is a group of checking account ledger 
sheets for Joe and Bertha Palermo from November 
25, 1949, through December 31st, 1953. 

Q. And that is from your official records and 


files at the bank? A, @litas. 
Q@. And part of the records that were brought 
here with you? A. Itis. 


Q. Turning the first page of Plaintiff’s 23 over, 
I have drawn a line there on the date of January 
3, 1950, is that correct? A. Yes, that’s right. 

Q. And that is on Plaintiff’s 23? [69] 

A. That’s right. 

Mr. Bantz: All right. If Your Honor please, 
before I ask that this be admitted I have part of. 
one statement with the year 1949 on one side, and 
on the back I have drawn a line separating 1950, 
and with the Court’s permission I would like to 
submit. the exhibit with the understanding that we 
will take the portion belonging to 1949 and attach 
it to Exhibit 22 which is the years of 1947 to 1949. 

The Court: All right. 

Mr. Bantz: And make it 22B if that is agree- 
able with you. 

The Court: Yes. 

Mr. Bantz: Js that agreeable with counsel 2 
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Mr. Moore: Fime. 

Mr. Bantz: And then with that understanding I 
will then offer 23. 4 

The Court: Let me see, 22 hasn’t been offered? 

The Clerk: No, sir. 

Mr. Bantz: In other words, Your Honor, Plain- 
tiff’s 23 will be for the years ’50 through ’53, in- 
clusive ? 

The Court: I see. 

Mr. Moore: No objection on that basis. 

The Court: All right. 


(Whereupon, said ledger sheets were ad- 
mitted in evidence as Plaintiff’s Exhibits 22 
and 23.) [70] 


Q. Mr. Babb, handing you Plaintiff’s Exhibit 
23 and referring to the page which has the date of 
July 20th, 1953, vou see where I am reading from? 

A. Yes. 

Q. That deposit here shows $6468.58? 

A. ‘That is correct. 

Q. Now, a few minutes ago I asked you about 
the deposit slip, for the year 1953, that was missing ? 

A. Yes, that is correct. 

Q. And do you know whether they found it. at 
the bank? A. Ido not know. 

Q. But that is on your records and it sl that 
there was a deposit of $6468.58 ? 

A. Yes, sir. 

Q. And I am asking you if you do find it: fia ~ 
ward the deposit slip to my office, is that correct? 
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A. Yes. 

Q. You will do that? A. Yes. 

Mr. Bantz: Your Honor, I asked counsel if that 
deposit slip was delivered to me if we could stipu- 
late it in through the testimony of Mr. Babb, if he 
could produce that, and he has agreed to if we 
could produce it. 

The Court: All right. 

Mr. Bantz: Would you mark each of those [71] 
papers separately, Mr. Taylor. This one first. 

The Clerk: Plaintiff’s 24 and 25. 

Q. Mr. Babb, handing you Plaintiff’s No. 24, 
would you please examine that and if you recog- 
nize it would vou state what it is? 

A. It is a financial statement dated April 3, 
1954, given by Joe Palermo. 

Q. And that is from your official records of the 
National Bank of Commerce at White Salmon? 

A. It was given to the Security State Bank, yes. 

Q. And who did you get that from? 

A. It was signed Joe Palermo. 

Q. And did you bring that exhibit with you, 
Plaintiff’s No. 24 for Identification 2? 

A. I did, sir. 

Q. And handing you Plaintiff’s Exhibit No. 25 
for Identification, would you examine that exhibit 
and if you recognize it state what it is? 

A. It is a financial statement dated March a 
1948, signed by Joe Palermo and given to the Se- 
curity State Bank. 
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Q. And did you bring that with you from your 
official records ? A. Yes, I did. 

Q. I believe, Mr. Babb, you stated that Plain- 
tiff’s No. 24 was 1954. Is that 1954 or 1944? [72] 

A. Iam sorry, it is April 3rd, 1944. 

Q. Thank you. Mr. Babb, do you have any la- 
bility ledgers or any other records for the years of 
1948 through 1953, in the bank? 

A. Yes, liability ledgers. 

Q. You did have some liability ledgers? 

A. Yes, sir. 

Q. What do you mean by liability ledgers? 

A. Well, it would show the amount of liability, 
the amount due to the bank by Mr. Palermo or by 
a customer. 

Q. By customers? A. Yes. 

@. Did he have an account there through the 
years ’50 to 753? 

A. Do you mean a hability account? 

Q. Yes, a liability account. 

A. I do not believe he did, sir. 

Q. Calling your attention to Plaintiff’s Exhibit 
No. 23, which is the—Now, what are these called ? 

A. Checking account te dtier sheets. 

Q. Checking account ledger sheets. Referring to 
the date of April 10th, 1953, will you tell me what 
the balance of cash on hand in the bank is by Mr. 
Palermo? 

A. On April 10th, 1953, the balance was $57,- 
527.82. 

Q. Now. during the vears of °50 through 753, 
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which Plaintiff’s [73] Exhibit 23 covers, would this 
exhibit include all deposits and all withdrawals of 
the checking account of Mr. Joe Palermo and his 
wife? A. It does, sir. 

Q. And I assume on here that from the exhibit 
that Mrs. Palermo could write checks also? 

A. Yes, sir. 

Mr. Bantz: Mr. Taylor, did I get admitted the 
signature cards of Mr. and Mrs. Palermo? 

The Clerk: Yes, you did, Exhibits 20 and 21. 

Q. Mr. Babb, do you have any other records at 
the bank that you know of from the years 1950 
through 1953? A. Not to my knowledge. 

Q. Not to your knowledge? A. No. 

Mr. Bantz: You may examine, Mr. Moore. 


Cross- Examination 
By Mr. Moore: 


Q. With reference to Identifications 24 and 25, 
Mr. Babb, being financial statements, I assume vou 
had nothing to do with the taking of either one of 
those, is that correct? Ar did: not, sir: 

@. You merely found those in the bank files? 

A. These were in the bank files. [74] 

Q. And the purpose for which the statements 
were given is unknown to you of your own personal 
knowledge ? 

A. Well, I would assume that they were a loan 
but I don’t know. 

Q. Do you know whether a Joan went through on 
either one of them? 
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A. I am sure about 744 but I am not certain 
about 1948. 

Mr. Moore: I see. Thank you. 

The Court: Any redirect? 

Mr. Bantz: No, Your Honor. 

The Court: The court will recess for ten min- 
utes. 

(Whereupon, after the afternoon recess, pro- 
ceedings were resumed as follows:) 


Mr. Bantz: Mr. Bates? 


MATTHEW BATES 
called and sworn as a witness on behalf of the Gov- 
ernment, was examined and testified as follows: 


Direct Examination 
By Mr. Bantz: 


Would you state your name, please. 
Matthew Bates. 
And where do you live, Mr. Bates? 
At White Salmon. 
And what is your occupation? [75] 
IT am in the Insurance and Real Estate busi- 
ness with my father. 

Q. And what is your father’s name? 

Richard Bates. 

Q. How long have you lived at White Salmon? 

A. TJ lived there all of my life. 

Q. Have you assisted your father in the past 
in making out income tax returns? 


>O>OorS 
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A. I have. 

Q. What did you do to assist your father ? 

A. I do the copying after he prepares the re- 
turns. 

Q. What do you mean by ‘‘Copy’’? 

A. Type copies. 

Q. You type it up? 

A. Yes, I type it up, that’s right. 

The Clerk: Plaintiff’s 26 through 30. 

Mr. Bantz: Your Honor, I would hke to take 
a moment to explain that [I am using Mr. Bates to 
identify some documents. I might say his father is 
an elderly gentleman back here and he had some 
cataracts removed from his eyes. I am not having 
him testify as to the facts but as to the handwriting 
only. 

The Court: All right. 

Mr. Bantz: I thought I better make that eéx- 
planation to you. [76] 

The Court: Yes. 

Q. Handing you Plaintiff’s Exhibit 26 for Iden- 
tification, would you please examine that, Mr. Bates. 
Have you seen that before? A. Yes, sir. 

' Q. And do you recognize the handwriting on the 
front? A. No. 

Q. Do you recognize the handwriting on the 
baa page? 

Yes, that is my father’s handwriting. 
That is your father’s handwriting ? 
Yes. 

And how about on the third page? 


2>er 
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A. That is my father’s handwriting. 

Q. Handing you Plaintiff’s Exhibit No. 27 for 
Identification, would you please examine that ex- 
hibit. Have you seen that before? 

A. Yes, I have. 

Q. And where have you seen it? 

A. In my father’s office. 

Q. And there is a group of pages to begin with 
here, is that your father’s handwriting or not? 

A, [tas 

Q. That is your father’s handwriting? 

A. Yes, it is. 

Q. Now, there are two ledger sheets at the end 
of that; is [77] that your father’s handwriting 
there ? A. Itis. 

Mr. Moore: Did he say that they were? 

Mr. Bantz: Yes, he said that they were. 

Q. Handing you Plaintiff’s Exhibit 28 for Iden- 
tification, will you examine that please. Do you rec- 
ognize that? A. No. 

Q. Is that your father’s handwriting? 

A. It isn’t my father’s handwriting. 

Q. It isn’t your father’s handwriting. Now, in 
back of Exhibit 28 is a large sheet, is that your 
father’s handwriting? A. It is. 

Q. And this purports to have a date on it of 
1951? A. Right. 

Q. Now, handing you Plaintiff’s Exhibit 29 for 
Identification, will you examine that, please. Is 
your father’s handwriting on there anywhere ? 

A. Yes, sir. 
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Q. That is the large sheet on the back of that 
exhibit? A. Yes, right. 

Q. And on the front page, is that his hand- 
writing ? A. Yes. 

@. Then, there is a small second sheet and third 
sheet. Is that your father’s handwriting? [78] 

A. No. 

Q. Now, handing you Plaintiff’s Exhibit No. 30 
for Identification, will you please examine that? Is 
that your father’s handwriting? A. Wor 

Q. Do you recognize the handwriting ? 

A. Notas by my father, no. 

Mr. Bantz: May I have Exhibits 3, 4, 5, and 6, 
please. 

The Court: Did the witness testify as to 27? If 
he did I missed it. 

Mr. Moore: Yes, he did. 

The Court: Did he identify the handwriting? 

Mr. Moore: He said the first group and the two 
ledger sheets were in his father’s handwriting. 

The Court: Thank you. 

Q. (By Mr. Bantz): Handing you Plaintiff’s 
27, vou did testify about that, is that correct? 

A. Yes. 

Q. Now, Mr. Bates, handing you Plaintiff’s Ex- 
hibit No. 3, which is income tax return of 1950, at 
the bottom is the signature ‘‘R. J. Bates’’ with the 
date of February 15, 1951; is that your father’s 
signature ? 

A. Yes, that is my father’s signature. 

Q. That is vour father’s signature ? 
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A. Yes. [79] 

Q. Did you type that income tax return? 
A. 1951, no, sir. 

Q. You didn’t type that one? A. No. 
Q. But that is your father’s signature? 

A. Yes. 

Q. 


Referring to Plaintiff’s Exhibit 3, where the 
signature is it reads, ‘“‘Signature of person, other 
than taxpayer, preparing this return.”’ Is that 
correct ? A. Right. 

Q. Handing you Plaintiff’s Exhibit 4, which is 
the income tax return of Joe and Bertha Palermo 
for the year 1951, would you please examine that 
and see if your father’s signature appears on there? 

A. It does. 

Q. And it appears in the place where it says, 
‘Signature of person, other than taxpayer, prepar- 
ing this return’’? 

A. That is correct. 

Q. And what is that date? 

A. February 9, 1952. 

Q. Do you recall if you typed that return ? 

A. Itis very possible that I did. My mother was 
also in the office at that time. 

Q. All right, now, handing you Plaintiff’s Ex- 
hibit 5, which is the income tax return of Joe and 
Bertha Palermo for [80] the year 1952. Would you 
please examine that and see if your father’s signa- 
ture appears on the face of that? 

A. Yes, it’does. 
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Q. And does it appear in the same place as the 
other tax returns? A. Yes, sir. 

@. And what is the date of that? 

A. January 28, 1953. 

@. And handing you Plaintiff’s Exhibit No. 6, 
which is the income tax return of Joe and Bertha 
Palermo for the year 1953, would you see if your 


father signed that one? A. He did not. 
Q. He did not sign that one? A. No. 
Q. Is it dated at that place? 
A. Yes, February 25, 1954. 
Q. And do you recall if you typed that one up? 
A. Yes, I did. 
Q. And was that prepared in your office? 
A. Yes. 
Q. And how did you receive the figures and in- 


formation to put on that income tax return? 

A. Oh, Mr. Palermo usually brought us in a—— 

Mr. Moore: I can’t hear you. 

A. Mr. Palermo usually brought us a statement. 
on a piece [81] of paper, a statement of his ex- 
penses and receipts. 

Q. And your father worked them over? 

A. That is correct. 

Q. And then did your father give them to you? 

A. He would prepare a pencil copy of the re- 
turn and I would make the typewritten copy. 

Q. Is there any reason why you recognize the 
1953 return ? 

A. Yes, sir, that was done on our L. CG. Smith. 
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~ That is the only typewriter that is in the office and 
I would recognize it anyplace. I am the only one 
that does any work on that. 

Mr. Bantz: You have got to keep your voice up 
now. — 

Q. Now, Mr. Bates, when did you or your father 
start preparing income tax returns of Mr. Palermo? 

A. It would be 1949 for the year of 1948. 

Q. Are you still doing the returns? 

A. For Mr. Palermo? 

Q. Yes. A. No. 

Q. When was the last year you prepared the re- 
turns ? 

A. That would be 1954, for the year of 1953. 

Mr. Bantz: You may examine. 


Cross-Examination 
By Mr. Moore: 


Q. Were you present when your father first was 
contacted [82] by Mr. Palermo concerning the doing 
of his income tax returns? A. In 1948? 

Q. Yes. 

A. No, I was in high school at that time. 

@. Were you present during the years 1951, 
1952, 1953, and 1954 when Mr. Palermo came in to 
see your father about having him do his 50, 51, 
52, and ’53 returns? 

A. I was in the army during 1951 and so I 
would have been there during 752, ’53, and 754. 

Mr. Bantz: I didn’t hear. Could not have heen 
there? 
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A. No, I would have been there during the year 
1952. 

Q. (By Mr. Moore): Do you recall whether or 
not during those years your father discussed with 
Mr. Palermo the information that he gave him to 
make up his income tax returns? 

A. Yes, I am quite sure that he did. He would 
go over the statements that Mr. Palermo would 
present to him and determine, of course, What was 
to go and what wasn’t. 

Q. Did he ever ask him to go and get further 
information, that you know of? 

A. I don’t know. 

Q. Did he ever ask him in your presence to 
bring in his books? A. ‘No. 

Q. Or his cancelled checks or his bank state- 
ments? [83] dy, AN Odio: 

Q. Do you know approximately how long your 
father would have worked in 1952, 1953, or 1954 in 


the compilation of figures doing Mr. Palermo’s in-: 


come tax returns ? 
A. I don’t really know excepting that it was 
: nothing out of the ordinary. 
 Q. Would he be able to do them in a day? 
| A. A day of steady work. 
Mr. Moore: I think that is all. 
Mr. Bantz: That is all. Would you bring your 


dad up here, please. 


(Witness excused.) 
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RICHARD J. BATES 
called and sworn as a witness on behalf of the Gov- 
ernment, was examined and testified as follows: 


Direct Examination 
By Mr. Bantz: 


Q. Will you state your name, please. 

A. Richard J. Bates. 

@. And where do you reside, Mr. Bates? 

A. My home is at White Salmon, Washington, 
near White Salmon, Washington. 

Q. And how long have you lived there? 

A. Forty-nine years. 

Q. And what is your occupation? [84] 

A. Well, for—I have always had a little farm 
since I have been there and I am in the insurance 
and real estate business. 

Q. And have you been in the past years doing 
income tax work? A. I beg your pardon? 

Q. Have you prepared income tax returns in the 
past; I mean during the last twenty years have you 
been doing it? A. Yes. 

Q. Will you tell the Court and the jury when did 
you start making out income tax returns ? 

A. Well, I made out, of course, my own in 1913 
and IL started doing the public work in 1936, I think 
it was. 

Q. And did you make out income tax returns for 
the Year of 1948 through 1953? A. I did. 

Q. And through 1954? A. I did. 

Q. Have you made out income tax returns for 
Joe Palermo? 
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A. I made out—I think it was in 1948 or 1949 
when Joe—when I started making them out for Joe 
Palermo, and the last one was in—it would be in 
1954, I think it was. 

Q. You were paid by Mr. Palermo to make out 
his income tax returns? A. I was. [85] 

Q. For the years of 1950 through 1954, do you 
recall you were paid each year? 

A. I was what? 

Q. Were you paid each year from 1950 to 1954? 

A. I was. 

®. Do you recall how much? 

A. Well, it was varied. Earlier it was less money 
and the last two times I think Joe paid me $20.00. 

Q. You know Mr. Palermo, do you? 

A. Yes, I do. 

Q. Are you having a hard time seeing now, Mr. 
Bates ? A. Very much so. 

Q. You just had some work done on your eyes? 

A. I just had a cataract removed from my right. 
eye, and I have a cataract on my left eye. 

Q. I won’t ask you if you can’t see; is Mr. Pa- 
lermo in the courtroom, do you know? 

A. I asked my son if Joe was here and he told 
me he was. 

The Court: No, you can’t repeat that. 

» Mr. Bantz: That is all right. If you can’t see 
him, don’t tell. I don’t want to know what your son 
tells you. You just keep within what you know. 

Q. Mr. Bates, how many income tax returns a 
year have you generally done in the past ten vears? 
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A. It would average around 150. [86] 

Q. 150 a year? A. Separate ones. 

Q. And who do you do those for anyway, Mr. 
Bates? Do you do them for ordinary people like 
ranchers, fishermen and so forth? 

A. Farmers, loggers and merchants. 

Q. In that locality where you live? 

A. Yes. 

Q. Down around Bingen mostly ? 

A. Yes; White Salmon and the surrounding 
country. 

Q. Where is your office, Mr. Bates? 

A. Bingen. 

Q. Bingen, Washington? Aw You 

Q. Now, we have in evidence some income tax 
returns that were prepared by you for the years of 
1950 through 1953 that have been identified by your 
son. Did you hear him testify ? 

A. I heard him at a distance. I heard him say— 
give the answers partly, not all of his answers. 

Q. Did you prepare the income tax returns of 
Mr. Palermo for the years 1950, ’51, 752, ’53? 

A. I did. 

Mr. Bantz: You will excuse me if I stand here, 
will you, your Honor, while I talk to him? [87] 

The Court: That is all right. 

Q. Did you also prepare his income tax return 
for the year 1954, or do you recall? 

A. I don’t reeall. This is ’55, ’56—I don’t ae 
eall. 
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Q. Did you prepare an income tax return for 
him in 1949? A. I did. 

Q. Now, Mr. Bates, I asked you to bring some 
papers to me at the Grand Jury of which you de- 
livered to me certain papers, and I am going to 
hand them to you by exhibit—I don’t know whether 
you can read them but I will try and have you look 
at them. Now, first, I will hand you Plaintiff’s Eix- 
hibit 26 for Identification, which your son stated 
that the last two pages had your handwriting and 
figures on it. Now, I don’t know, can you see the 
paper at all? 

A. Qh, yes; I can see the paper. I can see the 
writing, I might say. This doesn’t look like mine. 

Q. All right; that isn’t yours? A. No. 

Q. All right; on Plaintiff’s Exhibit 26 for Iden- 
tification there is a marking of ‘‘1949.’? Can you 
see the ‘‘1949”’? A. Yes; I see it. 

Q. Is that your writing? 

A. It looks like my writing. 

Q. And then at the bottom of it is the name ‘‘Joe 
Palermo,’’ [88] can you see that? 

A. Yes. Yes; that is not mine. 

Q. That is not your writing? A. No. 

Q. All right. Now, handing you Plaintiff’s Ex- 
hibit 27 for Identification, your son testified that 
certain papers in the front were your handwriting? 

A. I ean see those. Those are. 

Q. Can you see those? 

A. Yes; I can see. Yes; they are. 

Q. ‘Then there are some other matters in here, 
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and there it says, ‘‘Received From Joe Palermo.” 
Can you see that? 

A. Yes; I can see it. I can’t see what is written. 

Q. And on the top of the paper for the year, 
“1950—Joe Palermo.’’ Now, each year, Mr. Bates, 
for the years 1950 and 1951, did Mr. Palermo bring 
you in work sheets ? A. Yes; he did. 

Q. Did you use those work sheets in making up 
your income tax return? A. Yes i @d@ 

Q. And did you do the same for the years of 
1952 and 1953? A. Yes, sir. 

Q. Now, handing you Plaintiff’s Exhibit No. 29 
for Identification, your son testified that the first 
page had your handwriting on it and the last page. 
Now, looking at [89] the second page here, can you 
see any writing on there? 

A. Yes; I can see the writing. It isn’t mg 
writing. 

Q. It isn’t your writing? A. Wo. 

Q. Now, on the back page there is certain writ- 
ing. Can you recognize that? 

A. That might be my writing there, that is not. 
That is in there. 

Q. On the second page of that it says, “‘Trk 
8500,’’ that is different writing? 

A. Yes; I was taking that for depreciation. 

Q. You were taking that for depreciation? 

A. Yes. 

Q. Now, can you recognize these sheets as part 
of the paper or the paper that was brought into you 
by Mr. Palermo? A. Yes. 
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Q. Now, handing you Plaintiff’s 30 for Iden- 
tification, would you see if you can see that at all? 
A. It isn’t my handwriting. 


Q. It isn’t your handwriting ? A. No. 
Q. Now, is this your writing up on top here 
where it has ‘‘Joe Palermo 53’’? A. Yes, sir. 


Q. All right. Then, in a different writing it says, 
‘‘On 4 [90] houses.’’ Can you read that? 

A. It looks a little bit like my writing. It isn’t 
very plain. 

Q. Now, looking on the back on the second sheet 
it says ‘‘Rented houses’’ in pencil. Can you see that? 

A. Yes. 

Q. And now there are circles around certain 
figures, did you 
A. That was the gross on his rented houses. 

Q. All right. Now, that is for the year 1953. 
When Mr. Palermo brought in these figures did you 
use those in the preparation of his income tax re- 
turn ? A. Yes; I did. 

Q. Is that true with the years of 1949, 1950, 
1951 and 1952? 

A. Those are the ones that I looked at, yes. 

Q. And to the best of your knowledge are these 
the only papers that you have that he gave to you? 

A. Yes. 

Q. I notice in here, Mr. Bates, one of these years, 
I believe the year 1952 there is, at least not obvious 
to me, a writing by Mr. Palermo; how would you 
have obtained that information ? 

A. It may have been lost in my office. 
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Q. But do you recall if you had a statement with 
the figures on that vou used on the income tax re- 
turn for Mr. Palermo? [91] 

A. I would have used one. 

Q. He would have given you one? A. Yes. 

Q. Now, tell me, did you always discuss each of 
the year’s sheets that he turned over to you in con- 
nection with his income tax return? 

A. LThave always had a discussion with him when 
he came 1n. 

Q. Did he sit down and you talk about the de- 
preciation or any other things concerning his in- 
come tax return? A. Yes. Yes. 

Q. Did he generally come to your office? 

A. He did. 

Q. When the income tax return was signed, do 
you recall where that income tax return was signed ? 

A. Nearly every time—every time I knew, they 
came and signed them at the office, there may have 
been one that he took away but they signed them 
at my counter in my office. 

Q. Now, did you go over the income tax returns 
together at the time they signed them? 

A. No; I didn’t. 

Q. Did you discuss with Mr. Palermo what his 
gross income and expenses were on the income tax 
return, Mr. Bates? 

A. I always ask a customer if that is all that 
they had of income. Quite often I find from my own 
experience that [92] thev were entitled to other de- 
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ductions which I gave them, like some of them 
failed to report depreciation. I always wanted to be 
sure that they had that depreciation allowed. 

Q. Did you discuss this matter with Mr. Palermo 
about other income? 

A. I did. I remember one time that he had a 
house or one or two houses, rather, and I asked him 
about that and he said, ‘‘Oh, sure, I forgot that.’’ 

Q. You knew that he had rental houses as well 
as the logging business ? A. Yes. Yes. 

@. Did you talk to Mr. Palermo about filing 
estimates, Mr. Bates? 

A. Iam sure that I did. I always did tell every 
—every client that he had to make out an estimate. 

@. Now, you have done other income tax returns 
for small loggers or loggers that work around there 
—around your community, is that right? 

A. That’s right. 

Q. Mr. Bates, did vou rely on the records that 
Mr. Palermo turned over to you in the making out’ 
of his income tax return ? peel did: 

Q. And did you make any large changes or ap- 
preciable changes [93] in those sheets that he turned 
over to you? A. No; I did not. 

Q. Would there be any change, maybe some 
change on depreciation or something on there? 

A. Well, I just don’t recall that. If there was, 
it was very small. 

Q. Did you make any changes to his gross in- 
come or expenses ? A. No. 

Q. What was your answer? 
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A. No. Not material. 

Q. Not material? A. No. 

Q. All right. Mr. Bates, do you think you could 
see the income tax returns if I gave them to you; 
could you read those? 

A. I don’t believe so. 

Q. You don’t believe so? 

A. I might recognize some of it; not the figures 
very well. 

Q. Now, did Mr. Palermo bring any books o1 
records into you other than what we have been dis- 


cussing ? A. No, sit. 

Q. Did he bring any checks into you? 

A. No. 

Q. Did he bring any cancelled checks in to you! 

A. No; he did not. [94] 

Q. Now, did you ask him for any? 

A. I did not. 

Q. You made up his return from what he turned 
over to you? A. Yes. 


Q. To the best of your knowledge, Mr. Bates, de 
the figures that are on these sheets, work sheets that 
are here, do they compare closely or exactly witk 
those on the income tax return that you made up? 

A. As close as I could make them. 

Q. As close as you could make them? 

A. Yes. 

Q. Now, you say that he might have come to yout 
house to sign the income tax return; do you mear 
your house or your office ? 
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A. He did not come to my house. I don’t recall 
any time. It was always in my office. 

Q. Now, your office, do you have a private office 
there yourself? 

A. I have a room in the back of the main office, 
yes. 

Q. Did he go back there or in front? 

A. He signed them at the counter. He always 
came to the back office when we made them out. 

@. All right; he would come to the back ‘office 
when you made the returns out? A. Yes. [95] 

Q. Was Mrs. Palermo with him when he signed 
the returns? 

A. Yes. f recall her being there a couple of times, 


yes. 
Q. To your knowledge, did he ever file any esti- 
mates ? A. Any what? 


Q. Any estimates. Did he file any estimates? 
A. Not to my knowledge. Not to my knowledge. 
Q. Mr. Bates, did you handle his income tax re- - 
turn in the ordinary course of your other income tax 
return business? he Ted 
- @. Did you have any other business with Joe 
Palermo ? : 
Oh, I have sold some land for him once. 
When was that, do you recall ? 
That was last year, I believe, yes. 
Last year, 1956? 
1956, I believe, yes. 
Did you have any insurance business with 
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him? A. No insurance, no. 

Q. In other words, other than the land your only 
business with him was the income tax business? 

A. Yes. 

Q. When Mr. Palermo came in to sign the re- 
turns, Mr. Bates, did he know or did you have any 
discussion of how much tax he was paying? 

A. No. 

Q. Did you show him on the return how much 
tax he had to pay? [96] 

A. I don’t recall of showing him because he 
knew where to find it. 

Q. He knew where to find it? 

A. Yes; Iam sure of that. May I add one thing, 


Q. Is it to a question I asked? A.» Yeu 

Q. All right. You asked me a few moments ago 
about my writing insurance and so on. I have writ- 
ten licenses. I don’t do that work but Mat does it 
for different loggers that come and I think we have 
written the licenses for Joe at different times. 

Mr. Bantz: That is all right. Your Honor, at 
this time I will offer in evidence Plaintiff’s 27, 28, 
29, and 30, which are the work notes of Mr. Bates 
concerning the years 1950, 71, ’2, ’38, and I don’t 
know whether counsel has seen them or not. 

The Court: Better let him look at them. 

Mr. Velikanje: Is that No. 27 for ’50 or ’522 

Mr. Bantz: 27 is for 752. 

Mr. Velikanje: 28, 51? 

Mr. Bantz: No. 27 is ’50. It was covered up, I 
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am sorry. It has got marked ‘‘50”’ on it. Your Honor, 
I will reserve the over so that we can look at these 
after court if there is any question about it. It ap- 
pears one sheet should have been on one of the 
others. Your Honor, in order [97] to have the iden- 
tification I could have Mr. Bates come down and 
look at Mr. Palermo here or have the right of call- 
ing young Mr. Bates, whichever you want me to do. 

Mr. Moore: I don’t think there is any question 
that he is sitting beside me. 

Mr. Bantz: For the record, I would like to have 
some identification here. 

The Court: Well, you can have the young man 
come up and identify him. 

Mr. Bantz: All right; you may inquire. 


Cross-Examination 
By Mr. Moore: 


A. Mr. Bates, when did you first become 
acquainted with Mr. Palermo? 

A. I am not sure whether it was the first year 
I worked for him or I met him at the Eagles Lodge. 

Q. You and Mr. Palermo are both members of 
the Eagles Lodge? A. What? 

Q. You and Mr. Palermo are both members of 
the Eagles Lodge at White Salmon? 

A. Iam. 

Q. And he is too? A. I believe so. 

Q. Going back over these information sheets, 
Mr. Bates, when Joe first came into your office to 
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have you make [98] the income tax return, did you 
tell him what you wanted him to bring in? 

A. I just cannot remember whether I used those 
words or not. It is a good many years ago. 

Q. You don’t recall whether he came in with the 
information ? 

A. Iam sure he brought them in. I am sure he 
brought them in. 

Q. He brought information in? 

A. Some information, yes. 

Q. And in the course of your doing his income 
tax returns in these various years did you ever in- 
quire further as to certain Income items or expense 
items ? 

A. He always gave me the gross—his gross earn- 
ings and I worked it down from that. 

Q. If there was going to be something included 
in his tax return as an expense, did you make the 
determination of whether it was a legitimate expense 
or not? A. I did. 

Q. And in setting up the depreciation schedule 
did you determine what period of time a certain 
piece of equipment would be depreciated ? 

A. I did. 

Q. Did you ever discuss with him whether or not 
certain items might or might not be income? 

A. Might not or be income? 

Q. Yes. [99] 

A. I—I don’t remember of his having anything 
of that kind. 
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Q. I believe on Identification 26 the testimony 
as that the first page was somebody else’s writing 
nd the last two pages were yours? A. Yes. 

Q. Now, this last page that I am showing you is 
our writing? A. Yes; that is my writing. 

Q. Now, I note on the first page is marked 
1949”’ up here in the corner? 

A. That is mine. 

Q. And you can’t see underneath here, it says, 
Gross Earnings’’ in somebody else’s writing, $40,- 
31.64, that is on the first page. That is not your 
riting, $40,200.00, roughly, and on the last page 
; written $48,670.37. Now, do you reeall in 1949 
rhere that change might have come from? 

A. J evidently used the 1948. 

The Court: The witness will have to speak up a 
ittle bit louder. J am sure that the jurors can’t 
ear. 

Mr. Moore: Yes. 

Q. Do you recall where that came from? 

A. No; I do not. I do not. 

Q. Did you ever request from Mr. Palermo any- 
hing more than these slips of paper? 

A. Ihave no recollection of asking him for more. 
-made [100] deductions though from his statement, 
[| remember, for some money that he loaned to a 
osrivate fellow for a loan which I told him wasn’t 
leductible. 

Q. When he came im each year, did you discuss 
with him what pieces of equipment he may have 
required or sold in the previous year? 
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A. Yes; he always kept me posted, I thought. 

Q. He brought you that information? 

A. I thought he always kept me posted, yes. 

Q. You have done income tax returns for other 
loggers ? A. I ean’t hear you. 

Mr. Moore: Too much bounce. 

Q. You have done other income tax returns for 
other loggers in that area? 

A. Oh, yes; quite a number. 

Q. On the basis of Mr. Palermo’s activities down 
there, did it appear to you when you were making 
out his income tax returns that his gross earnings 
and his expenses and his net earnings were reason- 
able for the activities that he was then carrying on? 

A. Yes. Yes; he was—he was one of the larger 
operators. That is when I say ‘‘logger,’’ I mean 
they fall and buck as well as own some forest there. 
Fallers and buckers run with the fellows that are 
really loggers and they do light trucking, and Joe 
was one of the larger ones. [101] 

@. And on the basis of what he was doing his 
gross appeared reasonable? 

A. Yes; larger than most of them. 

Q. Well, on the basis of that gross did his net 
appear to be reasonable ? 

A. Well, he had a lot of expenses. His expenses 
grew up as well but I would say yes. 

Q. You say you have known Mr. Palermo since 
about 1948, roughly? 

A. Since 1948 or 1949, roughly. 
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Q. And are you acquainted with his reputation 
nm the vicinity of White Salmon and Bingen? 

A. I have never heard anything detrimental 
against him. 

Q. You have never heard anything against Mr. 
Palermo at all? A. I beg your pardon? 

Q. You have never heard anything against Mr. 
Palermo at all? 

A. No;JI have never heard anything against him. 

Q. Do you know whether or not he has a reputa- 
ion for honesty in that area? 

A. As far as I knew. 

Q. Did you know anything about Mr. Palermo’s 
work; in other words, what he personally did in tne 
yperation of his business? ; 

A. Well, he seemed to be a successful logger, 
hat is more than you can say about some of [102] 
hem. 

Q. Do you know whether or not he was a hard- 
vorking logger? 

A. Well, I have never seen him in the woods and | 
o I don’t know. 

Q. Isee. These amounts that Joe paid you to do 
is Income tax return, he would bring the informa- 
ion in and you would make up the return and then 
ell him how much he owed ? 

A. Yes; that’s right. 

Q. And then he would pay you according to how 
nuch you said it was worth, is that right? 

i» Yes. Yes. 
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Q. In making up income tax returns you said : 
you do about 150 a year? A. Yes. 

Q. Do you do all of the returns 

A. I beg your pardon? 

Q. Do you make all of these returns in about the 
same way? A. Yes. 

Q. In other words, you rely on what the people 
bring and then you make up the returns from that? 

A. Some of them bring in their books, that is 
their expense books and I use that the same as the 
sheets of paper. 

Q. Some of those people who bring in the ex- 
pense books, or the books and records, do they bring 
them in at your request or do they just bring [103] 
them in? 

A. No; they just bring them in. They have been 
bringing them in for years. 

Q. You have never asked anyone to bring them 
in? A. No. 

Mr. Moore: I think that is all. 


Redirect Examination 
By Mr. Bantz: 


Q. Mr. Bates, you reported on the income tax 
return of Joe Palermo the income that he told you 
that he had made, the gross income during the year, 


is that correct? A. Yes. 
Q. And you reported on there the expenses that 
he told you, is that right? A. That’s right. 


Q. Did you know what business Joe Palermo 
was in? A. Yes: White. Salmon—— 
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Q. No; what business was he in? 

A. I always considered him a logger. 

Q. Did his income tax return, did it show he was 
1 logger and in the logging business? 

A. Yes; it did, on the top of the page. 

Q. No; I mean, did the schedules ‘‘C’s’’ show 
hat he had logging equipment? 

A. Yes;I am sure that it did, that he had 

Q. He had depreciation? [104] 

A. Yes; depreciation I was trying to say. 

Q. He made some money other than logging, 
though ? 

A. The only other money that he made was out 


of his houses. 

Q@. And did you include that on his income tax? 

A. Yes; IL did. 

Q. Mr. Bates, did you ever know how much 
money Mr. Palermo had in the bank, cash in the 
pank ? A. No. 

Mr. Bantz: That is all. | 

Mr. ‘Moore: ‘Did you ever ask him how much 
money he had in the bank? 

A. I never did. 

Mr. Moore: That is all. 

The Court: Any other questions of this witness? 

Mr. Bantz: He may be excused for the time 
being. We are not going to excuse him. 

The Court: You wish to have him around in the 
morning ? 

Mr. Bantz: Yes; [ would like to have him 
around, 
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The Court: All right; you may make that ar- 
rangement with him. 

Mr. Bantz: I would like to recall Matthew Bates 
for just a moment. 

The Court: All right. [105] 


MATTHEW BATES 
recalled as a witness on behalf of the Government, 
was examined and testified as follows: 


Direct Examination 
By Mr. Bantz: 


Q. Mr. Bates, you are the same gentleman that 
was sworn and was on the stand previously? 

A. Yes; that is correct. 

Q. We have had some discussion about Joe Pa- 
lermo and his income tax returns. Is the Joe Pa- 
lermo concerned with your father and yourself in 
the courtroom ? A. He is. 

Q. And would you point him out? 

A. Heis sitting at the table there. 

Q. Behind counsel? A. Yes; right. 

The Court: Behind Mr. Moore? 

Q. Behind Mr. Moore there? 

A. Yes; right. 

The Court: All right. 

Mr. Bantz: That is all. 

Mr. Moore: No questions. 

The Court: All right; you may step down. 


(Witness excused.) [106] 
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ealled and sworn as a witness on behalf of the Gov- 
ernment, was examined and testified as follows: 


Direct Examination 
By Mr. Bantz: 


Q. Would you state your name, please? 
A. Guertin Carroll. 

Q. And where do you reside, Mr. Carroll? 

A. Seattle. 

@. And what is your business? 

A. Iam Seattle Branch Manager of the Ameri- 
n Bonding Company of Baltimore. 

@. And how long have you had that position ? 
A. Nine years. 

Q. Were you subpoenaed in this case ? 

A. I was. 

Q. And you were asked to bring some records 


ca 


with you? A. That is correct. 
Q. And did you bring them with you? 
A. Yes; I did. 
Q. What business is your company engaged in?’ 
A. In the fidelity and surety business. 
Q. Do you furnish bonds for loggers and what 


we call logger bonds? 

A. That is correct. [107] 

Q. Now, do you have some records there con- 
cerning Joe Palermo? 

A. Yes; the two documents that under the sub- 
poena J was to bring. 

Q. These are two separate—— 
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A. That is correct, for two separate bonds, tim- 
ber cutting contract bonds was all. 

Q. Will you tell me the dates so I will have some- 
thing on here to go by? 

A. This bond was issued March 12, 1953, i It 
was cancelled flat, we might say, which means it is 
thrown out, which was the first bond we.ever issued 
for him, and this bond was February 3rd, 1954. 

The Clerk: Plaintiff’s 31 and 32. 

Q. Mr. Carroll, do you have an agent or some- 
one you do business with at White Salmon, Wash- 
ington ? A. Yes; we do. 

Q. And who is that? 

A. Keith McCoy, but I would like to explain 
that the Portland Branch handled them now because 
of their closer proximity, but I would like to explain 
that at the time of the issuance of the bond Keith 
McCoy was the local representative. 

Is that the McCoy Insurance Agency? 

Yes. [108] 

Do you know Wally Legler? 

Yes; I do. 

And who is he associated with? 

He is associated with Keith McCoy. 

Did he handle policies for you? 

He did at that time the same as Keith McCoy 
in the same office. 

Q. Mr. Carroll, when your company makes a 
person a bond such as a timber bond like I have 
here or a Reforestry Bond, do they require a finan- 
cial statement? 
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A. That is the practice, yes. 

Q. From the individual obtaining the bond? 

A. Correct. 

Q. And, specifically, are the cash items verified ? 

A. On any new application where we don’t know 
he background of the man our practice is to verify 
he bank account, perhaps some of the accounts re- 
eivable so as to be certain of the statements that 
re made and on which we are going to rely in the 
ssuance of the bond. 

Q. Now, handing you Plaintiff’s 31 for Identi- 
ication, examine that and just explain what that is? 

A. That is an application for a $1,600.00 bond 
o the State of Washington in connection with the 
eforestation on 200 acres. For some reason our file 
as been transferred to our Portland office. It might 
e that because Mr. [109] Palermo decided against 
t, but that bond wasn’t required and it was returned 
o us and we closed the file and cancelled flat. 

Q. There was no reason that he could not re- 
elve it? | 

A. No; that is correct, but it was returned by 


@. What is the date? 

A. March 3, 1953, was the date we issued it. 

Q. How did you receive that Plaintiff’s 312 

A. It came through the mail from Keith McCoy. 

Q. And he is one of your agents? 

A. That is correct, at White Salmon. 

Q. Now, handing you Plaintiff’s 32 for Tdenti- 
ication, would you examine that, please? 
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A. That is an application for bond to the State 
of Washington, $2,800.00, commonly called in our 
business a timber-cutting contract bond, issued by 
us February Ist, 1954, and containing financial state- 
ment. 

Q. Where did you get that from? 

A. That is from our Portland office at my re- 
quest. They returned the application at my request. 
That came to us originally through the mail from 
Keith McCoy and had Joe Palermo’s signature. 

Q. In other words, both of these did come to 
you in the regular course of business to Seattle? 

A. Yes; that is correct. [110] 

Q@. And they are regular appleations concern- 
ing timber bonds? we, Mes. 

Q. And I notice on each application there is a 
statement of assets and liabilities ? 

A. That’s right. 

Q. And you require that of certain individuals 
that request bonds from you? 

A. Yes; that’s right. On certain classes we waive 
it but not of the timber-cutting nature. 

Q. On this Exhibit 31 for Identification in red 
chalk pencil there is some writing. Can you read 
what that is? 

A. Yes; I both remember it and recognize it. 
That is my own red pencil that I used to keep on 
my desk. It says, ‘‘ Verified by Agent,’ and I re- 
member I had some information about it and when 
it came in I would write there as you see, ‘‘ Verified 
by Agent,’’ after the conversation on it. 
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@. And who did you have verify it? 

A. I think it was Keith McCoy. It could have 
seen Wally Legler. 

Q. They work together? 

A. That is right, in the same office. It could be 
ither one. 

Q. You asked, however, for somebody to verify 
she cash deposit there ? 

A. Yes; that is right. That was the first applica- 
ion received and I had no background on the man 
md I recall [111] clearly telephone Keith McCoy to 
ind out whether that bank account could be verified, 
ind he stated that it had already been verified. 

@. Have you ever furnished any logging bonds 
‘or Joe Palermo? 

A. Yes; we have; four or five. 

@. What dates, generally, do you remember ? 

A. Why, that first one never—I have forgotten 
f one was 1953. 

Q. That is Exhibit 31, 1953? 

A. Yes; Exhibit 31, that was 1953, that is the. 
ne that I said was cancelled flat, meaning returned 
iot wanted by Mr. Palermo. Well, then, I don’t 
now that this in order of date 

Q. Well, let me ask you, during the dates from 
950 to February 3rd of 1954, which is Plaintiff’s 
dentification 32, have you issued any bonds to Joe 
-alermo % 

A. February, 1953? Let me just check these 
lates. 

Q. February, 1954. 
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A. 1954? Here was one, May 21st, 1954, timber- 
cutting bond in the State of Washington. June 21st, 
1954. 

Q. Now, during the year 19983—— A. Yes. 

Q. I take it then you had the applications 
that you have here that have been subsequent to the 
date of February, [112] 1954? 

A. That is correct. 

Mr. Bantz: I am not going to offer them now. 
You may examine. 


Cross-Examination 
By Mr. Moore: ) 


Q. In the normal course of events, Mr. Carroll, 
on a matter such as this timber bond, is the deter- 
mination of the issuance of the bond in your office? 

A. Myself, personally. 

Q. Yourself, personally? 

A. Yes; correct. 

Q. And you rely solely on the application? 

A. Plus our investigation. These were not large 
bonds or we would have made a more thorough in- 
vestigation, but here were small amounts involved 
and verification of the bank account was made and 
T had no hesitancy. 

Q. I assume that your agent also advised you 
whether or not he recommended the bond when he 
sent the application in? 

A. I think that can be presumed. I couldn’t re- 
call the detail but I think he would not have offered 
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t if he didn’t think it was acceptable, that is right. 

Q. Is there any difficulty normally in obtaining 
hose bonds as opposed to other types of bonds? 

A. Well, not especially if there is background 
r experience [113] and some financial responsi- 
ility. Someone that started their business with 
ery little capital would have difficulty. As I said 
efore, these are all small, and if we would issue a 
irger one we would want to go into it more 
horoughly. 

Q. In other words, a man seeking a timber bond 
10re or less has to prove himself to you before you 
ssue the bond? . 

A. Yes; if he wasn’t more or less acceptable 
rom the moral viewpoint as well as from the finan- 
ial we would have a considerable time handling it. 

Mr. Moore: That is all. 

Mr. Bantz: That is all. 


(Witness excused.) 


WALLACE LEGLER 
alled and sworn as a witness on behalf of the Gov- 
rnment, was examined and testified as follows: 


Direct Examination 
sy Mr. Bantz: 


Q. Will you state your name, please? 

A. Wallace Legler. 

Q. Where do you work, Mr. Legler? 

A. Keith McCoy insurance office at White 
almon. 
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Q. And where do you reside? 

A. At White Salmon. [114] 

Q. And how long have you worked for Keith 
McCoy ? A. Ten years. 

Q. And what is your job with Keith McCoy In- 
surance Agency ? 

A. Oh, General Office Manager and solicitor. 

Q. What type of agency is the Keith McCoy 
Agency ? A. All lines of insurance. 
Does that include bonds? A. Yes. 
That is considered an insurance? 
Yes. 
Do you know Joe Palermo ? A. Ido. 
Is he here in the court room? 
Yes; he is. 
How long have you known him? 
I would judge at least eight years. 
Handing you Plaintiff’s Exhibit 31 for Iden- 
eee Mr. Legler, would you please examine 
that? Have vou seen that before? 


oPeopeeroe 


A. Yes; I have. 

Q. And where did you see it? 

A. At the office. 

Q. And who was present at the time? 


A. Joe Palermo and myself. 
All right. And is that considered an appli- 
OG [115] A. Yes, it is. 

Q. And just tell me, was that application filled 
out in your presence ? A. Yes; it was. 

Q. Did you fill it out? A. Yes; I did: 

Q@. And T notice there are numerous figures and 


-& 


Umted States of America 105 


Testimony of Wallace Legler.) 
vriting on there; who told you what to put in there? 

A. Joe Palermo came and gave me the informa- 
ion. 

Q. And you put it onto the sheet? 

A. Yes; I did. 

Q. Now, what was the date that this bond appli- 
ation is considered to be effective, or did you 
ake it? 

A. Assuming that the bond was accepted by the 
nsurance company, I wish to have them make it 
ffective as soon as upon receipt of the application 
ind approval by them. 

Q. Do you recognize the signature on the back 


nd there ? A. Yes;I do. 
Q. And was that signed in your presence? 
A. Yes; right. 
Q. And that is the signature of Joe Palermo? 
me Wes; it is. 
Q. And there is a financial statement of assets 
ind liabilities 2 A. There is. [116] 


Mr. Bantz: Your Honor, I will offer Plaintiff’s 
31 into evidence. 

Mr. Moore: May I inquire? 

The Court: Yes; all right. 

Q. (By Mr. Moore): Now, is Plaintiff’s 31 the 
mly copy that was made of this application? 

A. No. 

Q. There was another copy made? A. Yes. 

Q. And that was what; retained in your office? 

ie Tt is. 
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Q. I notice that the date is blank, and there is 
no witness on this. Would this copy be the one that 
would be executed without the witness’ signature 
and a date on it? 

A. No;I don’t believe so. That particular file I 
—I drew up a work sheet on it, and that is what we 
have in the office. 

Q. The only date that I can see on here, Mr. 
Legler, is what appears to be 3/12/53. Is that your 
writing ? A. No. 

Q. So the exact date when this may have been 
taken, you don’t recall, is that correct; I mean, do 
you recall? A. Yes; Ido. 

Q. Was it in March of 1953? [117] 

A. Yes; it was March 7th. 

Q. March 7th of 1953? A. Yes. 

Mr. Moore: All right; I have no objection. 

Mr. Bantz: May it be admitted, your Honor? 

The Court: Yes. That is 31? 

Mr. Bantz: Yes, your Honor. 

The Court: All right; it may be admitted. 


(Whereupon, said bond appheation was ad- 
mitted in evidence as Plaintiff’s Exhibit 
No. 31.) 


Q. (By Mr. Bantz): Now, Mr. Legler, showing 
you Plaintiff’s Exhibit 31, there is a notation on it 
that says under ‘‘Current Assets,’’ ‘‘Cash in White 
Salmon Branch National Bank of Commerce $50,- 
000.00,’’ and in red pencil it says ‘‘Verified by 
Agent.’’ Are you the agent that verified that ? 
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x Ilvam. 

Q. How did you verify the $50,000.00 cash? 

A. I went over to the bank and asked the man- 
ager, Mr. Babb, if he had that much money in the 
bank and Mr. Babb said that he had in excess of 
$50,000.00. 

Q. All right. Now, referring again, below there 
is—this writing I take it is yours, did you [118] 
testify ? A. Yes. 

Q. Now, there are items in here like rentals and 
1,500 acres of timber and the vacant lots in White 
Salmon and so forth? A. Yes. 

Q. Where did you get that information from; 
in your office from what source ? 

A. Well, I got it from Mr. Palermo while he 
was 1n the office. 

Q. And then you transposed it right onto here? 

A. Yes. 

Q. Now, handing you Plaintiff’s 32 for Identi- 
fication, will’ you examine that exhibit, please? 
What is the date now of that exhibit 2 
February 3rd, 1954. 

And do you recognize that exhibit? 

Yes; I do. 

And where was that exhibit made up? 

In our office at White Salmon. 

And was that made up by you or by some- 
one en in the office? 

A. It was made up by Keith McCoy. 

Q. Do you recognize his writing ? 

A. Jt is printed. 
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Q. Or his printing? [119] A. Yes. 

Q. All right. And do you recognize the signa- 
ture on the back? A. Yes, I do on the back. — 
Q. And do you recognize the signature of Joe 

Palermo? A. Yes. 

Q. And Plaintiff’s 32 is the same type of bond 
application as Plaintiff’s Exhibit 31, the one you 
just had previously ? A. Yes, it is. 

Mr. Bantz: You may examine. 

The Court: Any other questions of this witness? 
Mr. Moore: Yes, I have one question, Your 
Honor. 
Cross-Examination 

By Mr. Moore: 


Q. In making up Exhibit 31, the information 
that you got from Mr. Palermo on property values, 
did you ask him to give you the property values at 
cost or at market value? 

A. Conservative market value. _ 

Q. At a conservative market value? 

i. Yes. 

Q. And at that time there was no check made of 
Mr. Palermo’s books to ascertain whether his in- 
debtedness was more or less; you merely asked him 
what he owed in general? 

A. Yes, I [120] did. 

Q. It more or less limited it to large sums that 
he might owe; in other words, you weren’t inter- 
ested in small bills or current bills? 

A. Do you mean monthly living? 
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Q. Yes. A. Yes, to some extent. 

Q. You did go into that to some extent? 

A. Well, as a general practice I usually ask 
seople what their average monthly expenses are and 
then we use that as current items. 

Mr. Moore: Yes. I think that is all. 


Redirect Examination 
By Mr. Bantz: 


Q. Mr. Legler, except for the item of $50,000.00 
cash that you verified did you rely then on the state- 
ments given you by Mr. Palermo? 

A. Yes, we did. 

Q. And that is customary? A. Yes. 

Mr. Bantz: JT have no further questions. 


Recross-Examination 
By Mr. Moore: 


Q. Did you recommend the issuance of that bond 
by your company? 

A. I don’t recall definitely saying it but I do 
know that as [121] a matter of practice when we 
know an individual and by reputation he is a good 
yeasonable responsible individual and he is a good 
logger, that I did do so. And the particular type of 
policy or bond it has been our experience that the 
ponding company is not interested in issuing them 
to, you might say, the ‘‘fly-by-nighters,’’ and so the 
company has recommended the issuance of bonds 
that we have submitted. 
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Q. As far as this particular one is concerned you 
didn’t recommend that it not be issued on the basis 
of information that you had on the financial state- 
ment as well as the information you had from Mr. 
Palermo, did you make use of that? 

A. Yes, that’s right. 

Q. And what was that? 

A. We did recommend the issuance of the bond. 

Q. And on that recommendation based upon 
your knowledge of Mr. Palermo, it was your knowl- 
edge of Mr. Palermo in addition to the financial 
statement that caused you to issue this bond or rece 
ommend its issuance? 

Mr. Bantz: Your Honor, I am going to object 
to putting him on as a character witness at this 
time. They can put him on as a character witness 
at the proper time. 

The Court: That is right, you can make him 
your witness as to character, if you wish. [122] 

Mr. Moore: I did not intend to make him a char- 
acter witness. 

The Court: I think he may state that they re- 
lied upon his knowledge of this defendant’s repu- 
tation and so on, but I don’t think he should state 
what it was. It wouldn’t be the best evidence. 

Mr. Moore: I see. That is all. 

Mr. Bantz: That is all. 


(Witness excused.) 


The Court: It is time to suspend. The court will 
now adjourn, ladies and gentlemen until tomorrow 
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norning at ten o’clock, and remember what I said 
bout not discussing the case among yourselves or 
vith anybody else. 


July 24, 1957, 10:00 A.M. 


The Court: Proceed. 

Mr. Bantz: Mr. Taylor, would you mark that 
s Exhibit 19-B, please. 

The Clerk: How about 19-A. 

Mr. Bantz: Or ‘‘A,’”’ pardon me. 

The Clerk: This is an additional deposit slip, 
four Honor, 19-A; and I have also marked be- 
ore court convened, Plaintiff’s 33 and 34. [124] 

The Court: You have already marked them? 

The Clerk: Yes, vour Honor, 

Mr. Meoore: No cbhjection to 19-A, 

The Court: <All meht, 

Mr. Bantz: I will offer it in evidence: 

Mire Court: That is 19-A™” 

Pie Bantz: “Yes, 195A. Your*Honor, that is'the 
eposit slip for $6,468.00 in the National Bank of 
ommerce that I was talking to Mr. Babb about - 
esterday. It was one that he had not found when he 
elivered the records up here. 

The Court: Yes. There is no objection? 

Mr. Moore: No objection. 

The Court: It will be admitted. 


(Whereupon, said deposit slip was admitted 
in evidence as Plaintiff’s Exhibit No. 19-A.) 


Mr. Bantz: Would vou call Mv. Zunke. 
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WILLIAM ZUNKE 
called and sworn as a witness on behalf of the 
Government, was examined and testified as follows: 


Direct Examination 
By Mr. Bantz: 


Q. Would you state your name, please? 

A. William Zunke. [125] 

The Court: Will you speak up, please, Mr. 
Zunke, it is hard to hear in this room. 

A. William Zunke. 

The Court: All right. 

Q. And where do you live, Mr. Zunke? 

A. White Salmon. 

Q. And how long have you been a resident of 
White Salmon? 

A. Oh, J have been there this last time since ’54. 

Q. Since 1954. You lived there previously, did 
you? A. Yes, sir. 

Q. And what is your relationship between Mr. 
Palermo and yourself? 


A. He is my son-in-law. I am his father-in-law. 

Q. You are his father-in-law? A. Wes 

Q. In other words, your daughter is his wife? 

A. That’s right. 

Q. Has Mr. Palermo in the past worked for 
you? A. Not lately. 

Q. No, I mean a long time ago? 

A. Yes, he has. 

Q. When was that? 


A. The first time he went to work for me in 732. 
He worked for about six months and then he had 
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to leave in 732. Then, he went to work for me in 

"34 and he worked for me [126] until November ’47. 
Q. All right, now, in November of ’47, where 

was he employed by you? 


A. At White Salmon, Washington. 

@. In what business were you engaged ? 

A. Logging. 

Q. In what business have you employed him? 
A. Logging. 

Q. In other words, your business is logging? 
A. Yes, sir. 

Q. Are you still engaged in the logging business ? 
A. Yes, sir. 

Q. Mr. Zunke, did you assist your son-in-law in 


getting started in the logging business ? 

Well, I don’t know how to answer that. I 
him some equipment. 

Did you sell some equipment on time? 

Yes, I did. 

So he could get started? 

I sold him some equipment on time. 

And he paid you for that, is that right? 

Yes. 

I mean it was a regular business transaction 
between you and your son-in-law? 

A. Yes, sir. [127] 

Q. Now, when was it that he started in business 
after that as far as you were concerned ? 

A. Well, I sold him. I sold him the equipment 
in November, 747. 

Q. Tell me what did you sell him? 


a > 


sol 
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A. Chevrolet logging truck and trailer and 
logging jammer. 


Chevrolet truck ? A. And trailer. 
And trailer ? Ar Ye 
And jammer? A. Yes. 


Now, a jammer is a log loader? 
Yes, machine that you load logs with. 
Now, I take it that the Chev truck was a 
logging truck ? . Yes, that’s right. 
Q. Did you sell those to him on contract or 
mortgage or how was that? 
A. I sold it to him on a verbal agreement. 
Q. On just an oral agreement? 
A. Just a verbal agreement. There was no con- 
tract between us that I can remember. 
Q. Then did he pay you then for the machines? 
A. He did. 
Q. Do you know how much he paid you? [128] 
A. I can’t remember the exact amount that he 
paid me because he took over the payments. That 
wasn’t all clear when I sold it to him and he took 
over the payments and finished paying the pay- 
ments on that truck in 1948. I can’t remember how 
much he gave me on that truck. © 
But he took over your equity? 
Yes. 
And when did he complete the payment? 
I think sometime in ’48. 
Now, did you furnish him any stumpage? 
A. There was a little. T can’t quite remember. 
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I think there was a little timber. There was some- 
thing else too. He got some logs that were ready cut 
which he paid me back the cutting. I had paid the 
cutters for cutting these logs. There wasn’t any 
timber. 

@. And he paid you back for what you had al- 
ready paid out? 

A. That’s right. That’s right. 

Q. And do you know how much in logs that 


was? A. No, I don’t. 
Q. What is stumpage; what does the terminol- 
ogy ‘‘stumpage’’ mean? A. At that time? 


Q. Yes, what is ‘‘stumpage’’? 

A. Well, it is timber you buy standing. It is 
stumpage. 

Q. All right, I just want the jury to understand, 
Mr. Zunke, [129] what you and I are talking about 
here ? A. Yes, surely. 

Q. Do you have any idea how much stumpage 
you sold or was included in your original deal with 
Mi. Palermo? A. I do not, no. 

Q. Were you to receive some money back from 
the stumpage that you sold him? 

A. I think I did. 

Q. How much would that be, do you know? 

A. J don’t remember. I don’t know. 

Q. Mr. Zunke, handing you Plaintiff’s Exhibit 
12, which is a bank deposit slip from Mr. Palermo 
to the bank at Stevenson, dated 6/28/50, there is 
a notation here, ‘“W. A. Aunke 753.46,”’ 
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A. Pardon me, I thought you were talking when 
I first 

The Court: Speak up, please. 

Mr. Bantz: You have got to speak up. I know we 
are off of that subject. 

The Court: We have got to hear you. 

Mr. Bantz: I am not interested in what you 
were whispering about. 

The Witness: I am not whispering. 

Q. (By Mr. Bantz): That is right, Mr. Zunke, 
$753.46 ? A. Yes, that’s right. 

Q. Now, you are W. A. Zunke? [130] 

A. Yes, I am. 

Q. Now, you paid your son a check in that 
amount, do you remember ? 

The Court: Son-in-law. 

Mr. Bantz: Yes, pardon me, son-in-law. 

A. I paid for some logs I got in 1950 but the 
exact amount of the checks I can’t tell you. 

Q. Now, referring to Plaintiff’s Exhibit 16, which 
is bank deposit slips with the Security State Bank 
in the name of Joe Palermo, there is a notation, a 
number ‘‘98-187, W. A. Zunke, 789.37.” It is dated 
September 27, 1950. Now, just one more; and 
reading from Palermo deposit slip, Exhibit 16, on 
the deposit slip of 11/16/50, is another notation of a 
check deposited in your son-in-law’s account in the 
amount of $1,677.32 with a notation of ‘““W. A. 
Zunke,’’ That makes three checks in 1950 with your 
notation on, with your name on there. Mr. Zunke. 
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Do you recall of paying your son-in-law the money 
in 1950? 
Yes, sir. I paid him the money. 
You don’t recall the exact amount? 
No. 
What was the money for? 
For cut logs in the woods. 
For cut logs in the woods? [131] 
Yes. 
Now, did pio receive any other money in the 
fearewor 90, 51,752, OT “55 from your son-in-law 
for logs? A. No. 
Q. Did you pay him somethine—TI don’t mean 
receive if, pardon me, Did you pay him any? 
A. I don’t recall paying, no I don’t recall any. 
Q. You have had some other business transac- 
ions with Mr. Palermo? AS YRS, Sir 
Q. What kind of business transactions were 
hose ? 
A. He loaned me some money on two occasions. 
Q. When was the first? 
A. J don’t recall exactly when it was. But he— 
[ think it was in ‘51 or ’52 he loaned me $2,000.00. 
Q. All right, how did he loan you that; in check 
yr cash? A. In check. 
Q. Did you repay him the $2,000.00. 
A. Yes, I did. 
Q. And how did you repay that to him? 
A. I paid him $500.00 at a time, plus some in- 
evest on the first two or three checks. 
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@. And that $2,000.00 was paid in full? 

A. Yes, sir. 

Q. Now, he loaned you some money the second 
time? [132] A. Yes, sir. 

@. Now, can you just recall when that was? 

A. He loaned me $3,000.00 I believe it was in 
D3, Spring of 753. 

Q. How did you receive the money ; in what form 
did you receive the money ? 

A. I received it in a check. 
Did you repay Mr. Palermo the money? 
Yes, I did. 
Where were those two loans made? 
Well, I live at Carnation, Washington, and 
he Focal at White Salmon, Washington, and he 
mailed me the money. 

Q. He mailed you the money? A. Yes. 

Q. Did he have a promissory note each time or 
was it an oral agreement? 

A. I had a promissory note I gave on the first 
one and the second one nothing that I know of. 

Q. And do you owe Mr. Palermo any money 


POPS 


at the present time? A. Yes, I do. 

Q. Is any of that money from a loan made dur- 
ing the years 1950 through 1953? A. No, sir. 

Q. Have you made any additional loans during 
1954 and 1955? A. No, sir. [133] 

Q. I mean did you borrow any? 

A. No, sir. 


Q. Well, Mr. Zunke, I believe you stated that 
Mr. Palermo worked for you during the years of 
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46 and part of 1947? A. Yes, sit. 

Q. Do you recall what his income was or what 
yu paid him as a result of that employment in 1947 
id 1946? 

A. Jt run between $4,500.00 and $5,500.00 some- 
heres right in there. 

Q. Now, did he work for anybody else during 
lose years? A. Not that I know of. 

Q. You would have known of it if he was work- 
ie for someone else in the logging business, 
ouldn’t you? A. Qh, yes. 

Q. Now, during the years preceding that time 
sat he worked for you—I don’t mean to the exact 
ollar——let us take the years of 744, 745 and 746, do 
ou have any idea what his average income was? 

A. Well, they were pretty near the same, pretty 
ear the same. They weren’t quite as much up in 
14 but in 45 as the market picked up he made more 
10ney. 

Q. Well, in ’44 he didn’t make much money ? 

A. Well, he made quite a bit in “44 and ’45. 

Q. ‘How much was that? 

A. Tean’t tell you exactly but it run pretty close 
o the [134] ’46 months. 

Q. In other words, $4,500.00 or $5,000.00? 

A. Yes, sir, that is right. 

Q. That would be his average then for those four 
rears ? A Yow are riete 

Q. Now, in the past ten years have you made any 
substantial gifts to your daughter Mrs. Palermo? 

A. No. 
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Q. Have you made any monetary—given any 


gifts of money at all to her? A. No. 

Q. Or any other property? A. No. 

Q. Have you made any gifts to Mr. Palermo in 
the past ten years? As No: 


Mr. Bantz: You may examine, Mr. Moore. 


Cross-Examination 
By Mr. Moore: 


Q. Mr. Gunke, you said that Mr. Palermo 
worked for you in 1932? 

A. Yeah, about six months or so he worked for 
me. 

Q. Is that when you first became acquainted 
with him? 

A. I became acquainted with him in 1930. 

Q. Where was that? [135] 

A. In Olympia, Washington. 

Q. In 1932 where did he work for you? 

A. He worked for me in Okanagon County, 
Tanassee. 

Q. What kind of work was he doing? 

A. He cut logs for me in 1932. 

Q. And in 1944 and 1947 when he was working 
for you, where did he do this work? 

A. Well, he worked different places, in different 
counties. He worked in Snohomish County most of 
the time. 

Q. Snohomish County? 

A. Yes, at Port Angeles, Washington. 

Q. And where else? 
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A. And in Klickitat County. 

Mr. Bantz: I can’t hear you. 

A. In Klickitat County. 

Mr. Moore: Will you speak up. 

Q. During the years 1944 to 1947, what kind of 
vork was he doing? 

A. He drove truck for me. 

Q. That was the only kind of work he did? 

A. Well, he loaded logs and worked with the 
ogs and anything else, and if I needed any help 
ae gave me a hand. That was the main job driving 
ruck. 

Q. In the first part of that period, 1934, 1944 and 
1945, approximately what would Mr. Palermo’s in- 
some have been [136] for a year? 

A. I didn’t get that. 

Q. How much did Joe make driving truck for 
you during that period ? 

A. Well, at first we didn’t make very much 
noney during those hard times, some years we didn’t 
make very much. I remember one year we didn’t 
nardly make any money. We didn’t make any 
money in 1930—in 1930, but in—not in 1930 but in 
1934 at Port Angeles. 

Q. You paid your men off with credit slips? 

A. Well, we gave them credit slips to go and 
set groceries. 

Q. About when did Joe start making $4,500.00, 
when would that have started in about? 

A. Well, ’44. 
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Q. Well, in other words, from about 1932 to 
1944 he didn’t make too much money? 

A. No, he didn’t. 

@. During the period of ’44 to 47, did Mr. 
Palermo have anything to do with the actual opera- 
tion of the business other than driving truck? 

A. No, sir. 

@. Did he have anything to do with the payroll? 

A. No, sir. 

Q. Or bookkeeping? A. No, sir. [137] 

Q. And in ’47 when you sold this equipment to 
Mr. Palermo was it your idea that you were getting 
out of the logging business at that time? 

A. Yes, sir. 

Q. Did Mr. Palermo approach you about going 
into business by himself? 

A. I can’t remember just how that came about 
but I got hurt in “46. I got my arm hurt and I 
couldn’t work in ’47. Mr. Palermo was working and 
it was pretty hard for me to work and I wanted to 
get out, and how it was and the conversation I can’t 
remember. 

Mr. Moore: That is all. 

Mr. Bantz: You may be excused. 

The Court: That is all, Mr. Zunke. 


(Witness excused.) 
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DORIS MORIARTY 
alled and sworn as a witness on behalf of the 
rovernment, was examined and testified as follows: 


Divect Examination 
sy Mr. Bantz: 


Would you state your name, please? 
Doris Moriarty. 
And Mrs. Moriarty, where do you live? 
White Salmon. 
And how long have you lived at White [138] 
salmon ? A. Since ’48. 

Q. And where are you employed at the present 
ime? 

A. For the Loggers Association at Bingen, 
Vashington. 
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Q. For the Loggers Association? Ay, Wes. 
Q. What is the name of that Loggers Associa- 
ion? A. Mt. Adams Loggers Association. 


Q. What is your position with the Mt. Adams 
uoggers Association ? 

A. Iam their bookkeeper. 

Q. And are you the office manager? 

A. Yes. 

Q. Are you the only full-time employee of the 
\ssociation ? 

A. In the office, yes. We have one more worker. 

Q. What does your job consist of in that Asso- 
lation ? 

A. Taking care of the books, contacting buyers 
nd contacting loggers to dump logs into the river 
‘or use, 
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Q. What is the function of the Mt. Adams Log- 
gers Association ? 

A. Well, it is a group of sixty-three members 
who are all loggers and they formed a corporation 
so that they would have a market for their logs if 
they wished to sell down river. 

Q. Now, do you purchase the logs, then, your 
Association, or do you just handle them? 

A. No, we just handle them for the loggers. [139] 

Q. When did you go to work for the Mt. Adams 
Association ? A. November, 1953. 

@. And you have been the bookkeeper ever since 
then? A. Yes. 

Q. How does the Mt. Adams Association get any 
money as a result of the work vou do, do you get 
paid anything? A. Do I get paid anything? 

Q. No, does the Association get paid for the 
work you do? 

A. The Association gets paid for booming and 
rafting the logs. 

Q. How much is that? 

A. They collect $1.75 for all logs that are rafted 
at the boom. 

Q. Is Mr. Palermo a member of the Mt. Adams 


Loggers Association ? A. Yes, six. 
Do you know Mr. Palermo? 
Yes, sir. 
Ts he in the court room? A. Yes, sir. 


Where is he sitting? 
Behind Mr. Moore. 


POOPS 
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Q. Thank you. Has Mr. Palermo been an officer 
f the Mt. Adams Loggers Association? 

A. No, sir. [140] 

Q. Have you had any business with Mr. Palermo 
n connection with the Mt. Adams Loggers Asso- 
lation ? 

A. He dumped logs in the dump and we have 
aid him for the logs. 

Q. You have paid him for the logs that he has 


umped there? A. Yes. 
Q. How is that money paid, Mrs. Moriarty, in 
vhat form? A. Cheek. 


Q. Who signs your checks? 

A. Ido and one of the officers. 

Q. Now, do you know when the Mt. Adams Log- 
ers Association was formed ? 

A. In 1950 and then they reorganized again in 
34. 

Q. I believe you were given a subpoena duces 
ecum to bring some records with you, is that 
orrect ? A. Yes. 

Q. And did you bring those? A. Yes. 

Q. You brought those records with you? 

A. Yes. 

The Clerk: Plaintiff’s 35 and 36. 

Mr. Bantz: Could we have you just clip those 
n the end just inside for the time being until we 
xamine them, Mr. Taylor. 

The Clerk: Yes. 37 and Plaintiff’s 38. [141] 

e (Bv Mr’ Raptz): The Teeards ven ist 
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handed to me, Mrs. Moriarty, are they in your 
custody ? A. Yes. 

@. And you keep the custody of these records 
as well as others of the Association, do you? 

A. Yes. 

Q. Now, handing you Plaintiff’s 35 for Iden- 
tification, please examine that. Is that part of the 
records you brought with you? A. Yes, sir. 

Q. And do you recognize it? A. Yes, sir. 

Q. Now, what are those? 

A. Those are checks in payment of the logs at 
the dump. 

Q. And who are they to? 

A. Joe Palermo. 

Q. Now, I notice that the signature on here is 
not your signature, is that correct? 


A. Yes, sir. 

Q. Do you know whose signature it is? 

A. Yes, sir. 

Q. And whose? A. Mr. Twidwell. 

Q. Mr. Twidwell? 

A. Yes, he was President of the Association at 


that. time and [142] Atha Twidwell was the book- 


keeper. 
Q. These are part of the records of the Loggers 
Association? ° A. Yes. 


. Q. And who are those checks made payable to? 
A. Joe Palermo. 
Q. I notice now in your Plaintiff’s 35 they are 
for the vear 1950? A. Yes, sir. 
Q. Will you just go through the business of 
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examining each check and be sure who they are 
to and if you recognize the signature ? 

A. Yes, they are all to Joe Palermo and I rec- 
ognize all the signatures. 

Q. And what would these checks be for? 

A. Payment of logs. | 

Mr. Bantz: I will offer Plaintiff’s 35 in evi- 
dence. 

Mr. Moore: No objection. 

The Court: It will be admitted. 


(Whereupon, said group of checks was ad- 
mitted in evidence as Plaintiff’s Exhibit No. 35.) 


Q. Mrs. Moriarty, I will just read from Plain- 
tiff’s Exhibit 35 the check amounts. There is date 
of October 18, 1950, and the amount of $218.00. 
Then there is $186.39 on a [1438] check dated Oc- 
tober 24, 1950, and then one in the amount of 
6884.00, dated November 14th, 1950. A. Yes. 

Q. And then one in the amount of $194.60, dated 
November 20, 1950, and one in the amount of 
6416.44, dated December 5th, 1950, and one dated 
December 26, 1950, in the amount of $428.56. 

A. ‘That is correct. 

Q. Now, do you have any other checks for the 
year 1950 in the Mt. Adams Loggers Association: 
chat were made to Joe Palermo? A. No. 

Q. Did you check your records? Ae Wes: 

Q. Now, handing you Plaintiff’s 36 for Iden- 
‘ification. Please examine that. Ts that one group 
of checks that vou broveht with vou? 
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A. Yes. Yes. 

Q. And they are for what year? A. Sole 

Q. And they are payable to whom? 

A. Joe Palermo. 

Q. Now, please check each signature so that you 
can testify as to the signature on each check. 

A. Yes, they were all issued by the Loggers 
Association. [144] 


Q. And they are all signed by the same people? 
A. Yes, the Twidwells. 

Q. The Twidwells? A. Yes. 

Q. And these are from your official records? 
A. Yes. 

Q. And did you check to see if there were any 
other checks for the year 1951? A. Yes. 

Q. Did you find any others? A. NO. 


Q. And what would these checks be for? 

A. Payment of logs. 

Q. Payment of logs handled through your 
Loggers Association ? A. Yes. 

Mr. Bantz: I will offer Plaintiff’s 36. 

Mr. Moore: No objection. 

The Court: It will be admitted. 


(Whereupon, said group of checks was ad- 
mitted in evidence as Plaintiff’s Exhibit 
No. 36.) 


Mr. Bantz: Your Honor, if I may I just want to 
run through these to the jury on the dates and 


amounts. 
The Court: That is all right. [145] 
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Mr. Bantz: I will save a little bit of time here. 

The Court: All right. 

Mr. Bantz: Check in the amount of $224.22; 
fay 16, 1951, in the amount of $542.75; May 29, 
951, $789.74; June Sth, 1951, a check in the amount 
f $470.42; June 12th, 1951, a check in the amount 
f $888.58; June 19, 1951, a check in the amount of 
172.24; June 26, 1951, a check in the amount of 
263.21; July 12, 1951, a check in the amount of 
460.06; July 19, 1951, check in the amount of 
350.84; July 7, 1951, check in the amount of $1,- 
06.42; July 23, 1951, check in the amount of 
3313.16, and September, 1951, a check in the amount 
yf $127.09. 

Q. Handing you Plaintiff’s Exhibit 37 for 
dentification, Mrs. Moriarty, would you please 
xamine each check again in that exhibit? 

A. Yes, those are all checks from the Associa- 
‘ion. 

Q. And they are all signed by the same people? 

A. No. They are signed by Clyde Winfee, he 
was the President of the Association that year. 

Q. What year were those checks? 


A. 1952. 
* Q. Did you look in your records to see if there 
were any additional checks? A. Yes. 


Q. Did you find any? [146] A. No. 
Q. What were these checks for? 
A. Pavment of logs. 

OQ. Through vour association ? A. Yes. 


130 Joe Palermo vs. 


(Testimony of Doris Moriarty.) 

Mr. Bantz: I will offer Plaintiff’s 37, your 
Honor. 

Mr. Moore: No objection. 

The Court: Admitted. 


(Whereupon, group of checks of year 1952 
admitted in evidence as Plaintiff’s Exhibit 
No. 37.) 


Mr. Bantz: Your Honor, again, if I may read 
them. 

The Court: Yes, you may read the amounts. 

Mr. Bantz: Rather than ask her, if I may read 
them. I am just going to read the amounts. They 
start with April 22, 1952, and end November 12, 
1952, and I will just read the amounts. $284.78, 
$441.97, $613.17, $267.48, $148.74, $160.89, $91.07, 
$120.00, $160.31, $233.16, $328.72, $576.27, $125.15, 
and $135.24. 

Q. Now, Mrs. Moriarty, handing you Plaintiff’s 
Exhibit 38, for Identification, would you please 
examine that exhibit. First what is that exhibit? 

A. They are checks in payment of logs. 

Q. And who are they to? [147] 

A. Joe Palermo. 

Q. Would you please examine each of those 
checks and be sure you recognize them? 

A. This is a list of them here. 

Q. You have got to speak up. 

A. This is a list of them here and these are to 
two people here, Joe Palermo and James Willman. 

Q. Now. in Plaintiff’s 38 vou are stating that 
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here are six checks that are made jointly to James 
Willman and Joe Palermo? A. Yes, sir. 

Q. What were those six checks for here? 

A. Well, it was my understanding 

Q. Well, do you know what they were for? I 
don’t want your understanding. 

A. They were in payment of logs. 

Q. They were in payment of logs? 

A. Yes. 

Q. Why was there two names on the checks? 

A. Mr. Willman was using a piece of the equip- 
ment of Mr. Palermo and he wanted to get paid 
for the use of the equipment and so Mr. Willman 
put the logs in their joint names. 

Q. Who was using whose piece of equipment ? 

A. Mr. Willman was using Mr. Palermo’s piece 
of equipment. [148] They were Mr. Willman’s logs. 

Q. And the checks were made jointly to the two 


individuals? A. Yes, sir. 
Q. All of the checks in Plaintiff’s 38 for Identi- 
fication were for Mr. Palermo? A. Yes. 


Q. And these are the records you brought up 
here ? A. Yes. 

@. And these are for the year 1953? 

Stew Yes: 

Q. And did you find any other checks made 
payable to Mr. Palermo? A. No, sir. 

Mr. Bantz: I will offer in evidence Plain- 
tiff’s 38. 

Mr. Moore: No objection. 

The Court: Tt will be admitted. 
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(Whereupon, said checks of the year 1953 
admitted in evidence as Plaintiff’s Exhibit 
No. 38.) 


Mr. Bantz: Your Honor, I would like to read, 
again, the amount of these checks, if I may. Start- 
ing with the check dated June 22nd, 1953, through 
December 28, 1953, from Plaintiff’s Exhibit 38, 
checks in the following amounts: $273.51, $1,241.60, 
$957.76, $1,428.37, $1,620.24, $906.86, [149] $1,239.76, 
$1,058.12, $132.46, $136.53, $121.84, $409.88, $1,087.43, 
$100.78. A check to Joe Palermo and James Will- 
man $98.61. Another one to the same individuals, 
$693,35. To Palermo, $788.70, $1,167.88, $447.66, 
$167.76. Another one to Willman and Palermo 
$801.60, and to Palermo, $243.80. To Willman and 
Palermo, $177.71, $1,611.13, $91.60, $790.32, $113.30, 
made to Willman and Palermo, $262.87, $326.75 and 
$526.57 and $1,237.06. 

Q. Mrs. Moriarty, was Mr. Palermo a member 
of your organization during the years of 1950, 
1951, 1952 and 1953? 

A. I believe Joe became a member in 1952. 

Q. And your records show that, do they? 

A. In other words, he was not a member in 
1950 and 1951? A. No. 

Mr, Bantz: You may examine, Mr. Moore. 


United States of America 133 
Testimony of Doris Moriarty.) 


Cross-Examination 
3y Mr. Moore: 


Q. Can any logger run logs through the asso- 
jiation without being a member? 

A. At the present time they can. 

Q. In 1950 and 1951 could they? 

A. Yes, they could but there was an extra fee. 

Q. The money then that was given to Mr. 
Palermo in ’50 and ’51 would have been after the 
ogs which belonged to him had been sold and the 
sost of booming and rafting, [150] the normal 
und extra fee had been taken out? DN ale. 

Q. And 1952 and 1953 it would have been the 
same thing except without that extra fee? 

eee as, Sir. 

Q. How are the checks from the Association 
normally delivered to the loggers; by mail? — 

A. By mail unless they come by the office and 
pick them up. 

Mr. Moore: I think that is all. 

The Court: Any other questions? 


Redirect Examination 
By Mr. Bantz: 


Q. Did Mr. Palermo ever come by and pick up 
any of his checks, to your knowledge? 

A. T usually mailed Mr. Palermo’s. 

Q. You usually mailed them to him? 

Pos Vos, Sir. 
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@. Now, you state that all of the expenses in- 
curred through the association are deducted prior 
to the time you send the checks to him? 

A. Yes. 

Mr. Bantz: Your Honor, I stop there with her. 
I want to change to another job that she had at a 
previous time. It was a different job. 

The Court: All right. [151] 

Q. Mrs. Moriarty, where were you employed in 
1951 up until the time you went to work for the 
Mt. Adams Association ? 

A. The first part of 1951 I worked at the bank 
but in March, 1951, I worked for McCormick Lum- 
ber Company. 

Q. And how long did you work for McCormick 
Lumber Company? 

A. Until November Ist, 1953. 

Q. What was your position with McCormick 
Lumber Company ? 

A. I was the bookkeeper. 

Q. And where was McCormick Lumber Com- 
pany located ? 

A. Bingen, Washington. 

Q. And was it also a general lumber operation ? 

A. Yes. 

Q. Is it still in business. A. No. 

Q. When did the McCormick Lumber Company 
go out of business? 

A. The corporation that I worked for stopped 
operation November Ist, 1953. 

Q. Tid vou keep the books and records during 
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he time that you were there? A. Yes, sir. 

Mr. Bantz: Will you be so good as to clip them 
n there; I want those two checks placed together 
or identification, Mr. Taylor. 

The Clerk: As one? 

Mr. Bantz: Yes, as one. [152] 

The Clerk: Plaintiff’s 39 and Plaintiff’s 40. 

Q. Mrs. Moriarty, do you at this time know 
vhere the records of McCormick Lumber Company 
ire? A. No, sir. 

Q. Handing you Plaintiff’s Exhibit 39 for 
[dentification, would you just look at that and see 
f you recognize what it is? 

A. It is one of the checks that was issued by 
McCormick Lumber Company to Joe Palermo for 
$1,000.00. 

Q. And what was the date? 

A. December 21st, 1953. 

Q. There is another check on there; would you 
tell the Court what that is? 
~ A. December 5, 1953, for $1,000.00 made payable 
to Joe Palermo and Mr. McCormick signed it. | 

Q. And do you recognize the signature on that 
check ? A.’ Yes. 

Q. And is the exhibit and the type of check used. 
by McCormick Lumber Company? A. Yes. 
' Q. Now, would you examine Plaintiff’s 40 for 
Tdentification. Do you recognize what that is? 

A. Yes. 

Q. Would you state what it is? 

A. It is the ledger sheets out of our accounts 
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payable [153] ledger for logs of McCormick Lum- 
ber Company. 

Q. Well, it isn’t the original? 

A. No, it is a photostatic copy. 

Q. It is a photostatic copy? A. Yes. 

Q. Now, do you find your writing anywhere on 
there ? A. Yes. 

@. Where does your writing start? 

A. March 27th, 1953. 

Q. All right, then, is the balance of the exhibit 
in your handwriting? A. Yes. 

Q. And would you state again what this is 
now, the whole thing, what do you eall it? 

A. It is the ledger sheets from the accounts pay- 
able ledger for logs. 

Q. And who is it to? 

A. To Joe Palermo. 

Q. And what is the accounts payable; what do 
you mean by the accounts payable? 

A. If McCormick buys logs from Joe Palermo or 
other loggers and they set up a ledger to show ree- 
ord of all loggers’ Jogs received and date of pay- 
ment. 

Q. And this would show what had been paid to 
Joe Palermo during the dates represented on there, 
is that right? [154] A. Yes, sir. ~ 

Q. Who was President of McCormick Lumber 
Company. A. Mr. McCormick. 

Q. Do you know where Mr. McCormick is now? 

A. No, sir. 

Mr. Moore: I have no objection to 29. 
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Mr. Bantz: 39. 

The Court: It is 39. 

Mr. Moore: J mean 39. 

Mr. Bantz: We offer it in evidence. 
The Court: It will be admitted. 


(Whereupon, said document was admitted in 
evidence as Plaintiff’s Exhibit No. 39.) 


Mr. Moore: No objection to 40. 
The Court: Forty will be admitted. 


(Whereupon, said ledger sheets were ad- 
mitted in evidence as Plaintiff’s Exhibit 
No. 40.) 


Q. Mrs. Moriarty, I am not sure I asked you: For 
he accounts payable what were these payable to 
Mir. Palermo for; what was the money payable to 
1im for? A. For logs. [155] 

Q. For logs? A. Yes. 

Q. Now, would you examine Plaintift’s Exhibit 
40 and tell me if Mr. Palermo had any money 
coming at the end of the time that the books show. 
on there? 

A. As of September 18th, 1953, he had a balance 
due him of $6,275.74. 

Q. Now, in Plaintiff’s Exhibit 39 the checks 
are dated December 21, 1953, and December 5th, 
1953. Were those payable on the $6,000.00 that was 
due in September then? A. Yes. 

Q. Now, can you tell then what is the balance 
due as far as these records show in December 21, 
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1953 ? A. That would be $4,275.74. 
Q@. And what were the two checks payable for 
then ? A. Logs. 
Q. Logs? A. Yes. 
Mr. Bantz: I have no further examination, Mr. 
Moore. 
Mr. Moore: Do you know if Mr. Palermo ever 
received that $4,275.74? A. No, sir; I don’t. 
Mr. Moore: That is all. 
Mr. Bantz: That is all. 
The Court: That is all then. The Court will take 
a [156] ten-minute recess. 


(Whereupon, after the usual morning recess, 
the following proceedings occurred :) 


The Court: You may proceed. 

Mr. Bantz: Mrs. Dorothy Legler. Your Honor, 
before she comes I want to make a record here on— 
would you hand me Plaintiff’s Exhibit 39-40—your 
Honor, in Plaintiff’s Exhibit 38 there are six checks 
in which the names of James Willman and Joe 
Palermo appear. I introduced the same for the pur- 
pose that they were part of the records of Mt. 
Adams Association. However, the six checks that 
are in here have nothing to do with this particular 
case. They are not included in the summaries or in 
the income under this particular organization, and 
I am wondering if you could 

The Court: Those were the checks that were 
made jointly with another individual ? 

Mr. Bantz: Yes, they were made jointly, and @ 
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ould like to have it understood that in our sum- 
ary they are not being included in it and the jury 
> instructed to disregard it, and I would like to 
ave Mr. Taylor take the six out if that is 
ereeable. 

The Court: I think we have enough documents 
hat it would confuse the jury and I suggest, if 
ounsel have no objection, that they be withdrawn 
9 another number. 

Mr. Bantz: That is agreeable. [157]. 

The Court: 40-a, 38-a. Well, you may withdraw 
hem. 

Mr. Bantz: All right, with your permission we 
vill withdraw those checks. 

The Court: Is that 39? 

Mr. Bantz: No, 38, your Honor. 

The Court: All right, they will be taken out of 
38, withdrawn from 38. 


DOROTHY LEGLER 
salled and sworn as a witness on behalf of the 
Government was examined and testified as follows: - 


Direct Examination 
By Mr. Bantz: 


mo. Will you state your name, please? 

A. Dorothy Legler. 
Q. Mrs. Legler, you are the wife of Wally Leg- 
ler who was on the stand previously ? 

A. That is right. 

Q. Where do you live, Mrs. Legler? 
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A. At White Salmon. 

Q. And how long have you lived there? 

A. Ihave lived there all of my life. 

Q. And where are you employed now, Mrs. Leg- 
ler? Ey & Des. 

Q. Will you explain what that is, Mrs. Legler? 

A. Stevenson, Dobanspeck & Stevenson. It is a 
partnership. [158] 

Q. What kind of operation is that? 

A. That is a sawmill operation. 

Q. Where is that located? 

A. Stevenson, Dobanspeck & Stevenson is lo- 
cated at Bingen, Washington. 

Q. Bingen, Washington? A. Yes. 

Q. How long have you been employed there? 

A. Since February, 1946. 

Q. And what are you duties? 

A. Office manager and bookkeeper. 

@. And have you been in that capacity all that 
time ? A. Yes. 

@. And are you familiar with the books and 
records of 8S. D. S. Lumber Company ? 

A. Yes, sir. 

Q. Are they under your supervision ? 

A. Yes. 

Q. And were you issued a subpoena to produce 
some records in Court today ? A. Yes, I was. 

Q. And did you bring them with you? 

A. Yes, I did. 

Mr. Bantz: Let me have them, please. Will vou 
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clip them together and make one exhibit please, Mr. 
Taylor. [159] 

The Clerk: Plaintiff’s 41. Plaintiff’s 42, 43, 44, 
and Plaintiff’s 45. 

Q. Mrs. Legler, handing you Plaintiff’s 41, that 
is part of the records you brought with you today? 

A.” Wiesrit is: 

Q. And they have been in the custody of the 
S. D. 8. Lumber Company in your office, is that 
correct? A. That’s nent: 

Q. Now, what are those purported to be there? 

A. Checks, cancelled checks and purchase 1in- 
voice statements for logs issued to Joe Palermo in 
December, 1947—-November and December, 1947. 

Q. Now, the cancelled checks and the other 
papers are supporting documents ? 

A. Yes, purchase invoices. 

Q. Purchase invoices? A. Yes. 

Q. And what information appears there? 

A. The period in which the logs were purchased 
and the log ticket information and amount of foot- 
age and extension of the check. 

@. The extension is the amount that the check 
would be? A. Yes, that is right. 

Q. For what year? A. 747. [160] 

Q. Now, handing you Plaintiff’s 42, would you 
examine that exhibit. Do you recognize that? 


A. Yes. 

Q. And is that part of your records? 
A. ‘That is. 

Q. And what is that? 
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A. It is the cancelled check and purchase in- 
voice for logs purchased in July of 1948 and the 
check payable to Joe Palermo. 

Q. Now, handing you Plaintiff’s 43, would you 
please examine that. Have you seen that before? 

A. Yes, I have. 

Q. Was that part of your official records? 

A. Yes, it is. 

@. And it is part of the records you brought 
with you today? A. Yes. 

Q. And what is that? 

A. It is the cancelled check and purchase invoice 
for December of 1949, check payable to Joe Palermo 
and it is for logs. 

@. Yes. And in the other two exhibits, Plaintiff’s 
41 and 42, that I handed you, what were those 
checks payable for? 

A. For the purchase of logs. 

Q. Now, handing you Plaintiff’s 44, would you 
please examine that? [161] A. Yes. 

Q. Is your testimony to this check the same as 
it was to the previous exhibits? 

It is. It is. 

And who is that made payable to? 

To Joe Palermo. 

What is the date, please? 

August 5, 1950. 

And what is that payable to Joe Pakage 
for ? A. Logs. 

Q. Handing you Plaintiff’s 45 for Identification, 
will you please examine that exhibit. Have you seen 
it before? A. Yes, I have. 


OPOPoOP 
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Q. And is your testimony to that check the 


same as it is to the others? A. Yes. 
Q. And you brought it today? A. Yes. 
Q. And who is it made payable to? 
A. To Joe Palermo. 
Q. And what is the date on it? 
A. April 25, 1992. 
Q. And what would that check be payable for? 
A. For logs purchased. 
Q. Do you know of any other business that 


S. D. S. had with [162] Joe Palermo during the 
years 1950 through 1953? A. No. 

Q. Did you search your records, Mrs. Legler, 
for any other slips or invoices or checks that you 
had in the file showing any payment or disburse- 
ment that you had to Joe Palermo? 

A. Yes, I did, and I found nothing. 

Q. And you found nothing, 1s that right? 

my, Yes. 

Mr. Bantz: I am going to offer Plaintiff’s 44 
and 45 into evidence, your Honor. 

Mr. Moore: No objection. 

The Court: They will be admitted. 


(Whereupon, said checks, ete., were admitted 
in evidence as Plaintiff’s Exhibits Nos. 44 
and 45.) 


Mr. Bantz: And I will not at this time offer 
Exhibits 41, 42 or 43. 

Q. Has the 8S. D. S. Lumber Company done any 
business with Mr. Palermo since 1953? 
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In 1954 and that is 
One check? 
One check and that is all. 
And you do have that with you? [163] 
Yes, I do. 
And that consists of all of the records that 
you have concerning Mr. Palermo? 

A. That’s right. 

Mr. Bantz: You may examine. 


OPpopop 


Cross-Examination 
By Mr. Moore: 


Q. Were the checks issued to Mr. Palermo 
mailed to him or delivered personally ? 

A. Well, it is my remembrance that either Mr. 
Palermo or Mrs. Palermo would pick them up. 

Mr. Moore: That is all. 

Mr. Bantz: That is all. 


(Witness excused.) 


Mr. Bantz: Mr. Ackley. 


CHARLES ACKLEY 
called and sworn as a witness on behalf of the 
Government, was examined and testified as follows: 


Direct Examination 
By Mr. Bantz: 


Q. Will you state your name please? 
A. Charles Ackley. 
@. And where do you live, Mr. Ackley? 
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A. Bingen. [164] 


Q. Bingen, Washington? A. Yes, sir. 
Q. And how long have you been a resident of 
Bingen? A. Qh, off and on all of my life. 


Q. And what business are you in at the present 
time, Mr. Ackley? 

A. I am just hauling logs with a truck of my 
own. 

@. Your own truck? A. Yes, sir. 

Q. And what business have you been following 
in the past ten years? 

A. Sawmilling and logging. 

@. And where were you in the sawmill busi- 
ness? A. In and around Klickitat County. 

@. And about the logging business, where were 
you in the logging business? 

A. In the same district. 

Q. In other words, the operations are in that 


locality ? A. Yes, sir. 

Q. Do you know Mr. Joe Palermo? 

A. Yes, sir. 

Q. Have you had business with him in the 
past ? A. Yes, sir. 

Q. In what years did you have some business 
with Mr. Palermo? A. 749, 50, ’51, 52. [165] 


Q. And what kind of business was that? 

A. I bought logs from him. 

Q. You bought logs from him? A. Yes. 

Q. Did you do any other business with Mr. 
Palermo ? A. No. 

Q. Allright. Is Mr. Palermo in the courtroom ? 
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A. Yes, sir. 

Q. The same one that you dealt with? 

A. Yes, sir. 

Q. You know him personally, I take it? 

A. Yes, sir. 

Q. Now, were you given a subpoena to produce 
some records in court today? A. Yes, sir. 


@. And did you bring those records with you? 

A. J have them here. 

Mr. Bantz: May I have them, please. Make one 
exhibit, please, Mr. Taylor. 

The Clerk: Plaintiff’s 46, 47, 48, 49. 

Q. Mr. Ackley, handing you Plaintiff’s 46 for 
Identification, will you please examine those checks. 
What are those now? 

A. Cancelled checks for logs. 

Q. What year are they for? 

A. 1949. [166] 

Q. And who are they made payable to? 

A. Joe Palermo. 

Q. And what were the checks to Mr. Palermo 
for ? A. For logs delivered. 

Q. Now, handing you Plaintiff’s 47 for Identi- 
fication, would you please examine each check to 
see that they are signed by you and that they are 
the proper year. What year are these checks for? 
1950. 

And who are they payable to? 
Joe Palermo. 

And they are all signed by you? 
Yes, sir. 


o 
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Q. And what are they for? 

A. For the purchase of logs delivered to me. 

Mr. Bantz. Mr. Moore, do you want me to wait so 
that you can look at these before we proceed? 

Mr. Moore: No, go ahead, I will keep one eye 
on you. 

Mr. Bantz: All right. 

Q. Handing you Plaintiff’s 48 for Identification, 
will you examine those and tell me what they are 
and if you signed them. What are these ? 

A. Those are cancelled checks issued to Joe Pa- 
lermo. 

Q. For what year? 

A. For 1951, for purchase of logs. [167] 

Q. For purchase of logs? A. Yes. 

Q. Handing you Plaintiff’s 49, would you please 
examine that document there ? 

A. ‘They must have used chewing gum here 

Q. Now, what is Plaintiff’s 49 for Identification, 
for what is that? 

A. Logs purchased from Joe Palermo in 1952. 

Q. They are cancelled checks? 

A. Yes, sir. 

Q. And who are they made payable to? 
A 
Q 


Joe Palermo. 
And for the year 1952? A. 1952. 
Q. Are they signed by you? A. “Yestisiv: 
Mr. Bantz: Will you mark that, please? 
The Court: Is that 502 
The Clerk: Plaintiff’s 50. 
Q. Mr. Ackley, handing you Plaintiff’s 50 for 
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Identification, would you please examine that and 
state, if you know, what it is? 

A. Well, this is my records for purchases of 
material that was used in operation of the mill, that 
is the logs and other [168] 

Q. What years does that cover? 

A. 749, ’50, ’51, 752. 

@. And it shows the people that you purchased 


logs from during those years? A. Yes, sir. 
Q. Does that include the defendant here, Mr. 
Palermo ? A. Yes, it does. 


Q. The payments that are shown on Plaintiff’s 
50 for Identification would be for what reason? 

A. I didn’t understand. 

Q. Why would you be paying the money to any 
of the individuals on here, for what reason were you 
paying them, what were you buying from them? 

A. Well, some of those records show gasoline and 
other things but other records show logs purchased 
from Joe Palermo. 

Q. Are there any other things on here for Joe 
Palermo other than that? 

A. There are other things indicated on here. 

Q. What do they include? 

A. General run of the business. 

The Court: Iam not sure that the witness under- 
stood. 

Q. What do they include for Joe Palermo? 

A. Oh, no, nothing other than logs for Mr. Pa- 
lermo, just logs for Mr. Palermo. [169] 
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Mr. Bantz: I will offer in evidence 47, 48 and 49. 
The Court: 47, 48 and 49? 
Mr. Bantz: Yes. I am not offering Plaintiff’s 50 
or 46, either one. 
The Court: Admitted. 


(Whereupon, said documents were admitted 
in evidence as Plaintiff’s Exhibits Nos. 47, 48 
and 49.) 


Mr. Bantz: Your Honor, I would again like per- 
mission to go over some checks here and I will go 
as fast as I can if I may. 

The Court: All right. 

Mr. Bantz: I am reading from Plaintiff’s Ex- 
ubit 47 which is a group of checks signed by Mr. 
Ackley, made payable to Joe Palermo. The first 
shecks start with April 20, 1950, and the last check 
n the exhibit is December 5, 1950, in the following 
amounts: $1,593.71, $2,736.92, $3,209.36, $2,563.96, 
B3,475.14, $4,273.50, $2,800.80, $2,612.10, $2,827.50, 
63,363.30, $2,832.96, $2,359.74, $594.00, $516.40. 

Reading from Plaintiff’s Exhibit 48, which is a 
sroup of checks signed by Mr. Ackley made payable 
(0 Mr. Palermo, the first check dated April 20, 1951, 
ind the last check December 20, 1951, in the fol- 
owing amounts: $2,875.58, $4,151.12, $3,750.40, 
b3,244.82, $2,250.98, $5,053.97, $4,512.32, $4,841.35, 
b3.922.56, $4,948.68, $1,281.09, $3,130.12, $2,241.86, 
$4,387.82. [170] 

Reading from Plaintiff’s Exhibit 49, a group of 
shecks signed by Mr. Ackley, made payable to Joe 
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Palermo, the first check dated April 19, °52, the 
last check dated September 29, 1952, in the following | 
amounts: $2,709.88, $3,755.50, $6,022.12, $5,543.09, 
$4,078.32, $5,041.34, $2,557.91, $4,883.92, $4,436.92, 
$3,668.04, $1,799.64. 

Q. Mr. Ackley, did you check your records to 
see 1f you had any additional checks that were made 
payable to Mr. Palermo during the years of 1950 
through 1953? A. I have. 

Q. And did you find any additional checks? 

A. I did not. 

Q. I take it, then, that that is all of your busi- 
ness transactions with Mr. Palermo ? 

A. That’s night. 

Mr. Bantz: You may examine. 


Cross-Examination 
By Mr. Moore: 


Q. Mr. Ackley, on Plaintiff’s Exhibit for Identi- 
fication 50 there are some red checks there right by 
the numbers in here. Do you know if that was done 
by someone working for you? 

A. No, that was done by me in fishing out the 
checks I was asked to. [171] 

Q. Oh, I see, you were just checking off what 
you had found and what you had not found ? 

A. Yes, sir. 

Q. As I understand it, you had some tough luck 
in 751, 52 and ’53 in your milling operation ? 

A. Yes, that’s night. 
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Q. What happened? 

A. The fire destroyed the mill. 

Q. And put you out of business? 

A. That’s right. 

Q. And at that time Mr. Palermo had an account 
wing from you to him for logs, is that right? 

A. That is right. 

Q. And that account still stands? 

A. That is right. 

Q. In other words, he still has some money com- 
ng from you? A. That’s right. 

Q. And you haven’t been able to pay him? 

Pe tiat’s right. 

Q. Has there been any trouble in business deal- 
ngs with you and Mr. Palermo? 

A. Not to my knowledge. 

Q. As far as you know he has always done all 
right ? A. As far as I know. [172] 

Q. Was there anything that you ran into in your 
business dealings with him which wasn’t fair on his 
part? 

Mr. Bantz: Your Honor, I would object as being 
beyond the direct examination. It is going into char- 
acter references. He is entitled to put him on the 
stand for that. 

The Court: Yes, I think so, yes. 

Mr. Moore: I think that is all. 

The Court: Any other questions? 

Mr. Bantz: No, no questions. 

The Court: That is all then. 


(Witness excused.) 
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Mr. Bantz: Mr. Sprague, please. 


THEODORE SPRAGUE 


called and sworn as a witness on behalf of the Gov- 
ernment, was examined and testified as follows: 


Direct Examination 


By Mr. Bantz: 

Q. Would you state your name, please? 

A. Theodore Sprague. 

Q. And where do you live, Mr. Sprague? 

A. White Salmon, Washington. 

Q. And how long have you lived there? 

A. Sinee 1945. 

Q. And what business are you engaged in? [173] 

A. Sawmilling. 

Q. And how long have you been in the sawmill 
business ? A. Since 1953. 

Q. And were you in a partnership at one time? 

A. Yes, with Mr. Seaton. 

Q. And what was that called? 

A. Seaton and Sprague. 

Q. Are you in business still with Mr. Seaton? 

A. No, he is retired. 

Q. He is retired. And you run your own mill 
now ? A. That is right. 

Q. And do you know Mr. Joe Palermo? 

~ Yes cir. 

Q. Is he in the courtroom? A. Yes, sir. 

Q. Sitting A. Right by you. 

Q. Have you done some business in the past in- 
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dividually or through a partnership with Mr. Pa- 
lermo? A. Yes. 


@. And when was that? A. Since 1953. 
Q. Was that individually or through Seaton and 
Sprague ? A. Seaton and Sprague in 1953. 


Q. Now, you were issued a subpoena to produce 
certain checks [174] and records in connection with 
this ease, is that right? 

A. Yes, that is right. 

Q. And did you bring them with you? 

A. That’s right. 

The Clerk: Plaintiff’s 51. 

Q. Mr. Sprague, would you please examine 
Plaintiff’s Identification No. 51 and tell me what 
they are and if that is in your custody? 

A. These are cancelled checks made out to Joe 
Palermo. 

Q. For what vear? A. For the year 1953. 

Q. And who were they signed by ? 

A. By myself and one check was signed by Mr. 
Seaton, my partner. 


Q. And you recognize his signature? 

A. Yes, I do. 

Q. Part of the business of Seaton and Sprague ? 

A. Right. 

Q. And what were these cancelled checks paid 
for? A. Logs. 

Q. To Mr. Palermo? A. Yes, that’s right. 


Q. In the use of your mill? 
eo Thats reht. 
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Mr. Bantz: I will offer in evidence Plaintiff’s 
51. [175] 

Mr. Moore: No objection. 

The Court: Admitted. 


(Whereupon said group of checks was ad- 
mitted in evidence as Plaintiff’s Exhibit No. 51.) 


Mr. Bantz: Your Honor, I would like to take a 
moment again, there is just five or six, a very few 
of these, and read them to the jury. 

The Court: All right. 

Mr. Bantz: Excuse me, is that all right? 

The Court: Yes, I said all right. 

Mr. Bantz: Plaintiff’s Exhibit 51, the first check 
being in the amount of—being dated 8/22/53, and 
the last check dated November 10, 1953, the first 
check in the amount of $7,282.81, the second check 
in the amount of $3,837.45. The next check in the 
amount of $5,063.99, the next in the amount of 
$6,806.12, and $4,836.55, and $4,119.65. 

Q. Mr. Sprague, did you have any other business 


in the year 1953 with Mr. Palermo? A. No. 
Q. And have you paid him any other monies, 
other than Plaintiff’s Exhibit 51? A. No. 


Q. Did you have any business prior to 1953 ? [176] 
A. No. 

Mr. Bantz: You may examine. 

Mr. Moore: No questions. 

The Court: That will be all, Mr. Sprague. 


(Witness excused.) 
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A. M. BOLTER 
‘alled and sworn as a witness on behalf of the Gov- 
rmment, was examined and testified as follows: 


Direct Examination 


By Mr. Bantz: 
Q. Will you state your name, please? 
A. A. M. Bolter. 
@. And, Mr. Bolter, where do you reside? 
A. At Bingen, Washington. 
Q. And what business are you engaged in? 
A. In the lumber business. 
Q. Lumber business? A. Yes, milling. 
Q. In the mill business? An "Yies. 
Q. Now, are you familiar with a man who just 


passed away by the name of Landgraf? 

Yes, he was my partner in the business. [177] 
Q. And when did Mr. Landgraf pass away ? 
A. A week ago last Friday, the 12th. 

Q. Of your own knowledge do you know whether 

[ had asked him to come to this trial ? 

A. Yes, I do. Yes, I do. 

»-@. And are you familiar with the records and 

o00ks concerning the operation between you and Mr. 

Landgraf ? A. Yesyesit 
Q. Did you office together or near each other? 

, A. Oh, yes, we officed together. 

~Q. In what city? A. In Bingen. 

Q. And now, did you receive a subpoena in which 


> 
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you were to bring certain papers and records with 
you? A. Yes, sir. 

Q. And did you bring them with you? 

A. Yes, sir. 

Q. And may I have them, please. Would you tell 
me, do those two articles go together? 


A. Yes, sir. 

Q. And do these two checks go with this paper? 
A. Yes. 

Q. Is that a separate item now? A. Yes. 
Q. That is a separate item? [178] 

A. Yes, it is. 


Mr. Bantz: Would you separate, please, the yel- 
low sheet from the other two and make each one an 
exhibit? 

The Clerk: Plaintiff’s 52, Plaintiff’s 53 and 54. 

Q. Mr. Bolter, handing you Plaintiff’s 52, 53, 
and 54, would you examine those, please? 


A. Yes. 

Q. Have you seen those before? A. Yes. 

Q. And what is the Plaintiff’s 52? 

A. It is for 1952. 

Q. Yes? 

A. A check for Mr. Joe Palermo for ‘‘cat” 
rental. 


Q. Will you speak up? 

A. A check for ‘“‘cat’”’ rental for 1952. 

Q. I notice this signature on here is not your 
signature ? 

A. Well, this first check is made by Ray Land- 
graf. He had rented the “cat’’ along and then after 
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this check he and J as a partnership took over the 
‘eat’? and rented it, and here is the other check. 

Q. Do you recognize the signature of Mr. Land- 
sraf? A. Yes, sir. 

Q. Did you discuss this matter with him person- 
lly before that took place? 

A. Yes. Yes, because he took care of it in the 
payment of [179] the co-partnership. 

Q. Now, this is dated May 22, 1952? 

A. Yes, sir. 

Q. Now, handing you Plaintiff’s 53, this is part 
f the records that you brought with you? 


A. Yes, sir. 

Q. What is that exhibit? 

A. That is for the ‘‘cat’’ rental for the year 1952. 

Q. And there are two cancelled checks? 

A. Yes, sir. 

@. And some supporting documents ? 

A. Yes, 

Q. And these are not signed by you again, is that 
ight ? 


A. No, he kept the books and signed all checks. I 
ould co-sign checks. 
You recognize the signature on both checks? 
Yes. Oh, yes. 
And you know personally what they are for? 
Yes. 
Will you please examine Plaintiff’s 542 
Yes. 
What is that? 


OPOPOPS 
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A. Well, that is our notation of the amount of 
rent that was due on the ‘‘cat.”’ 

Q. And that is for [180] A. For rent. 

Q. For rent? A. Yes, for rent. 

Q. And do you know whether Plaintiff’s 54 is 
part of one of the other exhibits? 

A. Well, I wouldn’t be too sure about that. 

Q. But it is part of your records? 

A. Yes, absolutely. 

@. And all of these checks are made payable 
to who? A. Palermo. 

Q. And do you know Mr. Palermo? 

A. Qh, yes. 

Q. And is he here in the courtroom? 

A. Yes, sir. 

Mr. Bantz: Your Honor, may I withdraw Plain- 
tiff’s 54 and attach the same to Plaintiff’s—what is 
the one I have? 

Mr. Moore: 53. 

Mr. Bantz: May I attach it to Plaintiff’s 53 as 
the testimony shows that they should be together. 

The Court: All right. 

Mr. Bantz: I will offer Plaintiff’s Exhibits 52 
and 53 into evidence, your Honor. 

Mr. Velikanje: Are you going to have a new 
No. 54? 

The Court: J think that the record will show 
that 54 [181] has been withdrawn and attached to 
53, and so No. 54 will be open for the next exhibit 
that comes along. 

Mr. Velikanje: Yes. 
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Mr. Moore: May I inquire? 

The Court: Yes. 

Q. (By Mr. Moore): On this Exhibit 53 for 
dentification, the yellow slip in the back dated 
August 16, 1952, there is ‘‘Joe Palermo, White Sal- 
non, 66 hrs.’’ Is that a statement you had received 
rom Mr. Palermo? 

A. No, this is Mr. Landgraf’s handwriting. It 
s Mr. Landgraf’s handwriting. 

Q. Mr. Landgraf made that statement out? 

A. Yes, that was for ‘‘eat’’ rental. 

Q. In other words, Mr. Landgraf for you and 
Mr. Landgraf kept a record of what was owing to 
he company ? 

A. Yes, for the Bolter & Landgraf Lumber 
JYompany. 

Q. Was there any other dealings between you 
nd Mr. Palermo other than the ‘‘cat’’ rental ? 

A. Not that year, not in ’52. 

Mr. Bantz. Any objection? 

Mr. Moore: No objection. 

The Court: They will be admitted. 


(Whereupon, said documents were admitted 
in evidence as Plaintiff’s Exhibits Nos. 52 and 
53.) [182] 


Mr. Bantz: You may examine. 

The Clerk: Marking Defendant’s Exhibit 54. 

Mr. Bantz: That is Defendant’s Exhibit 54, Mr. 
‘aylor ? 
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The Clerk: Yes. 
The Court: All right. 


Cross-Examination 
By Mr. Moore: 


Q. Handing you Defendant’s 54, would you state 
what that is? 

A. Well, it is the number of hours. 

Mr. Bantz: I can’t hear you, Mr. Bolter. 

The Court: You will have to speak up. 

A. It is the number of hours. 

The Court: Oh, yes. What number of hours? 

A. For rental on this ‘‘cat.’’ 

Q. (By Mr. Moore): I think you better read 
it again, I am not trying to trap you. I don’t under- 
stand here. 

A. Well, it was rental on caterpillar tractor, 
tractor rent. 

Q. Well, that is a statement from Mr. Landgrai 
dated May 22nd, 1952, is it not? 

A. $221.27 to Joe Palermo. 

Q. To Joe Palermo? 

A. Yes, to Joe Palermo. 

Q. It is 31,609 feet at $10.00. Were you paying 
$10.00 per thousand? [183] 

A. No, that would apply to stumpage that w 
paid for the lumber cut and he happened to mak 
notation for that on one slip. That ‘‘cat’’ renta 
was in here. 

Q. Well, I am referring to that cheek foi 
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221.27, which is the same amount which is set forth 
n there? A. Yes. 

Q. Now, were you paying $10.00 a thousand for 
he use of the ‘‘eat’’? A. No, $3.50 an hour. 
Q. $3.50? A. Yes. 

Q. But this does recite lumber cut and delivered, 
o many thousands at $10.00? 

A. Yes, that would apply to the stumpage. 

Q. Do you mean that could be a statement? 

A. That $10.00 would apply to stumpage that 
ras paid. 

Q. Well, this check for $221.27, what is that? 
A. Well, that was this deal alone. That was Mr. 
andgraf’s individual check, and then in this period 
ae company took over the rental of the caterpillar 
lso and the other checks were written by Bolter 
nd Landgraf, and this one was an individual deal 
ith Mr. Palermo. 

Q. And so it would be stumpage as well as cater- 
illar rental? 

A. That is correct. That is correct. 

Mr. Moore: I see. That is all. [184] 

The Court: Any other questions ? 


Redirect Examination 
yy Mr. Bantz: 


Q. The money, Mr. Bolter, shown on the checks, 
Jaintiff’s 52 and 53 and Defendant’s 54 for Iden- 
fication that you Just looked at, the $221.27, was 
aid to Mr. Palermo? 

A. Yes, this amount $221.27. 
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Q. Plus the other monies as shown on the 
checks ? 

A. No. This money here wouldn’t have been paid 
to Mr. Palermo. 

Q. Who would that have been paid to? 

A. William Jacobson. 

Q. In other words, the Defendant’s 54 wasn’t 
payable to Mr. Palermo? 

A. No, that wasn’t paid to Mr. Palermo. 

Q. Was the money paid to Mr. Palermo con- 
cerning Plaintiff’s Exhibits 52 and 53 that you just 
looked at? What is your answer, yes or no? 

A. Well, I am still confused. 

Q. This money shown on here, Plaintiff’s 52 and 
53, was paid to Mr. Palermo? A. Yes, it was. 

Mr. Bantz: That is all. 

Mr. Moore: Just a minute. 

The Court: Just a moment, any other ques- 
tions? [185] 

Mr. Moore: Yes. 


Recross-Examination 
By Mr. Moore: 


Q. I don’t doubt that this money was paid to 
Mr. Palermo, Mr. Bolter, but Exhibit 52, which you 
said is for ‘‘cat’’ rental, recites on it, and it is only; 
apparently to Mr. Landgraf, recites, “‘May 22, 
31,609 feet’? and then it credits $316.09, and then 
there is a deduction for labor to Jacobson for $94.82, 
and then there is a check for $221.27 on ‘May 22, 
1952. Now, that ties in completely with Exhibit 54? 
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A. Yes. 

Q. And so it couldn’t have been ‘‘cat’’ rental, 
hat is what I want to get straight, it isn’t ‘‘cat’’ 
ental, it is stumpage, 31,609? 

A. No, $221.27 was ‘‘cat’’ rental. I remember 
hat myself, and the other money was paid to the 
perator of the ‘‘cat.’’ I wasn’t the partner in the 
eal when it happened, and it happened indi- 
idually, and thereafter we took this over in the 
o-partnership. 

Q. This is the co-partnership in Exhibit 53? 

A. Yes, Bolter and Landgraf Lumber Company. 

Q@. And June 30th says, in Plaintiff’s Exhibit 52, 
‘15,595 feet of logs at $10.00.’’ Now, is that stump- 
ge? 

A. Well, that could have been the scale of what 
1e did with [186] the ‘‘cat’’ or it could have been 
he stumpage or it could have been lumber, and it 
loesn’t say there. 

Q. It just says so many thousand feet on the 
ogs? 

A. Seale on the logs. He evidently was paying 
the man by the thousand to drive the ‘‘cat,’’ that 
s what it amounted to. 

Mr. Moore: That is all. 

The Court: Any other questions of this witness? 

Mr. Bantz: No, thank you, your Honor. 


(Witness excused.) 


The Court: The court will recess until one- 
thirty. 
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July 24, 1957, 1:30 P.M. 


The Court: You may proceed. 

Mr. Bantz: Please mark this for identification. 

The Clerk: Plaintiff’s 55, your Honor. 

Mr. Bantz: Would you please mark these checks? 

The Clerk: And 56. 

The Court: Plaintiff’s 55 and—— 

The Clerk: 55 and 56. 

The Court: All right. 

Mr. Bantz: Your Honor, on Plaintiff’s No. 55 
for Identification, there are two checks, one dated 
November 21, 1952, in the amount of $315.36, and 
one dated December 22, 1952, [187] in the amount 
of $1,857.60, both made payable to Joe Palermo, 
and are issued by Highland Lumber Company at 
White—or at Bingen, Washington. Counsel and I 
have stipulated that they were in payment of logs 
from Highland Lumber Company for payment to 
Joe Palermo. Highland Lumber Company is not 
available now, and these are duplicate copies of 
original checks. 

Mr. Moore: It is so stipulated. 

The Court: All right, it will be admitted. 

The Clerk: That is 55. 


(Whereupon, said checks (2) were admitted 
in evidence as Plaintiff’s Exhibit No. 55.) 


Mr. Bantz: Your Honor, in Plaintiff’s Exhibit 
56 for Identification is a check in the amount of 
£100.00 from J. Hofert Company, at Seattle, Wash- 
ington, and made payable to Joe Palermo and 
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drawn on the Seattle-First National Bank, and it is 
stipulated between counsel that we can produce the 
original, although we could get testimony as to this 
particular check. It is in the correspondence that 
J. Hofert Company paid to Joe Palermo in the sum 
of $100.00, and I move for admittance on that basis. 

Mr. Moore: No objection. 

The Court: It will be admitted. [188] 

Mr. Velikanje: What is the date of the check? 

Mr. Bantz: August 1, 1952, is the date of the 
check. 

The Clerk: 56. 


(Whereupon, said check was admitted in evi- 
dence as Plaintiff’s Exhibit No. 56.) 


Mr. Bantz: Mr. Courtney, please. 


JOSEPH COURTNEY, JR. 
called and sworn as a witness on behalf of the Gov- 
ernment, was examined and testified as follows: 


Direct Examination 
By Mr. Bantz: 


Q. Will you state your name, please? 

A. Joseph Courtney, Jr. 

Q. Can you hear me all right, Mr. Courtney ? 

A. Yes. 

Mr. Bantz: If you can’t hear now you just speak 
up because I want you to hear each question. 

Q. Where do you reside, Mr. Courtney ? 

A. Bingen, Washington. 

Q. Where? A. Bingen, Washington. 
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Q. And how long have you lived there? [189] 
A. Oh, I have lived in that vicinity for forty-two 
years. 
Q. All right. And what business are you in now? 
A. Iam employed by S.D.S. Lumber Company. 
Mr. Moore: S. D. S. Lumber Company? 
A. Yes, that’s right. 
Q. (By Mr. Bantz): What business were you 
engaged in in 1949 and 1950? 


A. Iran the sawmill. 

Q. And where was the sawmill located? 

A. On the Snowden Road, Klickitat County. 

Q. That is down by Bingen somewhere? 

A. Yes. 

Q. Do you know a man by the name of Joe 
Palermo? A. Yes. 

Q. Is he in the courtroom? A. Yes, sir. 

Q. Have you had business with Mr. Palermo? 

A. Yes. 

Q. Did you get a subpoena to produce some rec- 
ords in court today? A. Yes;I did. 


Q. And did you bring the records with you? 

A. Yes; I did. 

Q. Have you marked it in here, in this book, the 
pages that I—concerning the subpoena that I asked 
you to produce [190] the records? 

A. Yes. That is 1949. 

Mr. Bantz: All right. Your Honor, I am going 
to have this marked, the whole book, and will offer 
the book with the understanding that it will be— 
there are just certain pages pertaining to the de- 
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fendant in there and I have photostatic copies and 
after the defense counsel has examined it, if he 
wishes, just for the purpose of saving bulk in there, 
I would like to be able to substitute the photostats 
after they have compared them. 

The Court: If there is no objection. 

Mr. Moore: No objection. 

The Clerk: I will mark the book and mark the 
photostatic copies and as soon as I ean give those 
sub-numbers, it will be Plaintiff’s 57 for Identifi- 
cation. 

Q. Mr. Courtney, handing you Plaintiff’s 57 for 
Identification, I take it this is a book that you 
brought with you? A. That’s right. 

Q. Now, what do you have in this book; what 
iS it? 

A. I have the records of logs that I purchased. 

Q. While you were in the logging business? 

A. Yes. 

Q. All right; in here are there some records con- 
serning Joe Palermo ? 

A. Yes; there are. [191] 

Q. Will you just show me where they are in this 
900k ? A. They are here. 

Q. Now, you are pointing to Page 60 in the book, 
s that correct? A. Yes, 
~Q. All right. Now, I notice that you have got 
some clips ? 

A. That is the total amount of logs that I pur- 
shased from him. 

Q. Speak up. 
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A. That is the total amount of logs that I pur- 
chased from him in 

Q. Will you please speak up so the jury can 
hear you? 

A. This is the record of the total amount of logs 
that I bought from Joe Palermo in 1949. 

The Court: And what page is that? 

Q. That is page 85, is that correct? 

A. Yes. 

The Court: Page 85 is the total? 

Q. For the year 1949? A. Yes. 

Mr. Velikanje: I thought you said 60. 

The Court: That is the first page. 

Q. We started on Page 60 but the total is on 
Page 85, is that correct? A. Yes. [192] 

Q. Both for the year 1949? 

A. @eiihat’s Tight: 

Q. Now, you have one other clip in here in which 
is Page 95, is that correct? 

A. That’s right. 

Q. Now, Page 95 to 110, or just Page 95? 

mY, “Wes. 

Q. Now, what does that concern ? 

A. That is logs that I purchased from Joe Pa- 
lermo in 1950. 

Q. And on Page 95, to the best of your knowl- 
edge, does it show all of the logs that you purchased 
from Joe Palermo in the year 1950? 

A. Yes. 

Q. Now, Mr. Courtney, to the best of your ability 
do you know if there are any other purchases in 
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vere concerning Mr. Palermo? A. No. 

Q. No? A. That’s right. 

Mr. Bantz: Your Honor, if I may just have a 
noment on comparison here (comparing documents 
vith Mr. Moore). Your Honor, on Page 95 for the 
year 1950 I am substituting, or giving a photostatic 
zopy to the Clerk and ask that it be Plaintiff’s 57 
or whatever number he desires on it. Is that [193] 
AY’? 

The Clerk: ‘‘A.” 

Mr. Bantz: I am going to move for the admit- 
tance of 57-A as it deals with the year 1950, your 
Honor. 

The Court: All right. 

Mr. Bantz: And I might add that there are other 
names in the Exhibit 57-A, other than Joe Palermo 
but we are only dealing with the name of Joe Pa- 
Jermo. 

The Court: The jury will consider only the ref- 
erence to Joe Palermo and not the other individuals 
on the exhibit. 

Q. (By Mr. Bantz): Mr. Courtney, do you have 
any cancelled checks for these? 

A. No; I have not. 

Q. These are the only records you have concern- 
ing these? Ag Wes; thatasmicht. 

Mr. Moore: Payment was made by check, Mr. 
Courtney ? 

A. Payments were made by check. 

Mr. Moore: As reflected in here? 

A. Yes; that’s right. 

Mr. Moore: No objection. 
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The Court: It will be admitted. 57-a. 
(Whereupon, said photostatic copy was ad- 
mitted in evidence as Plaintiff’s Exhibit No. 
OT-A.) 


Q. (By Mr. Bantz): Mr. Courtney, referring to 
Plaintiff’s [194] Exhibit 57-A—put your glasses 
back on so that you can see here now—you will see 
an item dated January 30-——— A. June 30. 

Q. June 30th. Oh, you see better than I do. June 
30th, Joe Palermo, 31,100 truck. 

A. That was on logs 

Q. Speak up, please. 

A. That was some logs that I purchased from 
Joe Palermo, and that $933.00 was credited to him 
on a truck that he had purchased from me. 

Q. In other words, you gave him credit instead 
of paying him a check? A. That is correct. 

Q. Now, referring again, Mr. Courtney—I am 
referring to Plaintiff’s Exhibit No. 57-A—Joe Pa- 
lermo, $433.62, that was by check? 

A. Yes; that’s right. 

Q. On May 8, Joe Palermo, $455.84, that was by 
check ? A. Yes. 

Q. And Joe Palermo, June 20th, $172.50, by, 
check ? 


A. By check. 

Q. And June 30th, that is the item I went over 
concerning the truck ? A. Yes. 

Q. And July 21st? [195] A. $437.10. 


Q. $437.10? A. That’s right. 
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And that was by check? 
Yes; by check. 
And what were those checks for? 
For logs purchased. 
And also $933.00, what was that for? 
For logs purchased. 
And also you did it on a credit basis? 
lied sear ola te 
Do you know if you have ever done any other 
business with Mr. Palermo as to logs other than 
what is listed in your books, Mr. Courtney ? 
A. No. 
@. In other words, everything you can recall is 
on vour books there ? A. That’s right. 
Mr. Bantz: You may examine. 


OP>OPOorOoPO 


Cross-Examination 
By Mr. Moore: 


Q. When did you sell the truck to Mr. Palermo ? 
A. I sold the truck to—I can’t remember the 

exact date but it was some time in 1950. In the 

Spring of 1950. 

Some time in 1950? [196] 

Yes; that’s mght. 

What kind of truck was it? 

It was a Ford logging truck. 

With a trailer or without a trailer? 

No; it was a solo rig. 

Was that price $933.002 

No; it wasn’t. 

How much was the truck ? A. $1,600.00. 


oropeorere: 
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Q. Did he pay you the difference between the 
$933.00 and $1,600.00 when he got the truck? 

A. No; not when he got the truck but when we 
settled up in the fall Joe paid me in full. 

Q. Do you have a written contract with you? 

A. No; I don’t have a written contract with me. 

Q. You just gave him the truck and told him 
how much it was going to be and he paid you even- 
tually ? 

A. That is right. He was delivering logs. 

Mr. Moore: That is all. 


Redirect Examination 
By Mr. Bantz: 


Q. Mr. Courtney, was Mr. Palermo delivering 
logs to your sawmill with the truck? 

A. Yes; he did. 

Mr. Bantz: Nothing further. [197] 

Mr. Moore: No further questions. 

The Court: That is all, Mr. Courtney. 


(Witness excused.) 
EDWARD LAWSON 


called and sworn as a witness on behalf of the Gov- 
ernment, was examined and testified as follows: 


Direct Examination 
By Mr. Bantz: 


Q. Would you state your name, please ? 
A. Edward Lawson. 


Ce 
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Q. And where do you reside, Mr. Lawson? 

A. Portland, Oregon. 

Q. And what is your occupation? 

A. TI am office manager for Columbia-Hudson 
sumber Company. 

Q. Where is Columbia-Hudson Lumber Com- 
yany located ? A. Bradwood, Oregon. 

Q. And where is Bradwood, Oregon? 

A. It is twenty miles east of Astoria. 

Q. Twenty miles east of Astoria? 

A. Yes. 

Q. And how long have you been with the Colum- 
yia-Hudson Lumber Company ? 

A. Since March, 1954. 

Q. Did you say since 1954 you have been with 
hem? [198] A. Yes. 

Q. And did you have a subpoena issued you to 
xring some records here to the trial today? 

A. Yes; I did. 

Q. And you brought them, didn’t you? 

A. Yes. 

Mr. Bantz: I think those are Plaintiff’s 33 and 
34, Mr. Taylor, identifications. 

Q. Mr. Lawson, where all does Columbia-Hudson 
Lumber Company deal in logs or in lumber? 

A. Well, they obtain logs from the—in the pass 
up in Washington, I suppose up in Lyle and some 
spots down the river and they were towed down the 
river to the mill. 

Q. And after they were towed down, where were 
the checks issued in payment for those logs? 
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A. Our office in Portland issues those checks. 

Q. And that is the type of business you have 
been doing with them since 1954? A. Yes. 

Q. Now, I believe you had a subpoena to bring 
records for the years of 1947 and 1948, is that cor- 


rect ? A. No; I think it is 1948 and 1949. 
Q. Pardon me, 1948 and 1949? 
A. Yes, sir. 


@. And where did you get the records that you 
brought? [199] 

A. Well, the records were at our mill at Brad- 
wood in storage. 

Q. Did you have them sent down to you? 

A. They were sent up to Portland, Oregon. 

Q. Into Portland, Oregon? A. Yes. 

Q. Now, handing you Plaintiff’s 33, will you ex- 
amine that? Is that the group of records that you 
brought concerning the year 1948? 


‘ 


A. Yes; it is. 
Q. And were they from your files up at Brad- 
ford, Oregon? A. No; Bradwood. 


Q. Bradwood, Oregon? 

A. Yes; Bradwood. 

Q. How would you classify these? 

A. Well, these are checks issued in payment of 
logs with the supporting invoices. 

Q. The invoices cover the breakdown as to what 
the total amount for certain checks? 

A. Yes; that’s right. 

Q. And they are for your company that you are 
bookkeeper for? A. Yes; that’s right. 
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Q. And who were they made payable to? 

A. To Joe Palermo. 

Q. Do you recognize the signatures on the checks 
ere? [200] A. Yes; I do. 

Q. And did you look through these checks be- 
ore you came here to be sure that they were all 
rom your company ? A. Yes; I have. 

Q. Now, looking at Plaintiff’s Exhibit 34 for 
dentification, are they part of the records that you 
rought with you today? A. Yes; they are. 

Q. And are they some of the ones that you re- 
eived from Bradwood, Oregon? 


A. Yes; they are. 

Q. And do you recognize the signatures ? 

A. Yes; I do. 

Q. And who are they payable to? 

A. To Joe Palermo. 

Q. And for what year? 

A. For the year 1949. 

Q. All of them are for the year 1949? 

A. Yes. 

Q. All right. What would the checks in Plain- 
iff’s 33 and 34 be issued for? A. For logs. 


Q. Mr. Lawson, did you bring any other papers 
n documents with you? 

A. No;I did not. [201] 

Mr. Bantz: You may examine. 

Mr. Moore: No questions. 

The Court: That is all, then. 


(Witness excused.) 
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Mr. Bantz: Mr. Anderson, please. Just step 
right up. 
R. T. ANDERSON 
called and sworn as a witness on behalf of the Gov- 
ernment, was examined and testified as follows: 


Direct Examination 
By Mr. Bantz: 


Q. Will you state your name, please? 

A. R. T. Anderson. 

Q. And, Mr. Anderson, where do you reside? 

A. White Salmon, Washington. 

@. And in what occupation are you engaged? 

A. In accounting. 

Q. And how long have you been in the account- 
ing business ? A. Eleven years. 

Q. And have you been eleven years at White 
Salmon? A. Well, my office is in Bingen. 

Q. Well, in that locality you have been there 
eleven years ? A. Yes. 

Q. Now, are you familiar with a man by name 
of L. C. Coleman? [202] A. Yes; Iam. 

Q. And what was your relationship with Mr. 
Coleman ? A. Bookkeeper. 


Q. You did accounting or bookkeeping work for 
him ? A. Yes, sir. 

Q. Are you familiar with the name ‘‘Jackknife 
Mill’? A. Yes. 

Q. And what is your relationship as to the Jack- 
knife Mill? A. Bookkeeping. 

Q. Bookkeeping? A. Yes. 
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Q. Were you issued a subpoena to bring some 
ecords here with you? To bring them into court 
vere you issued a subpoena ? A. Yes. 

Q. And you brought them with you? 

A. Yes. 

Mr. Bantz: May I have them? 

The Clerk: Plaintiff’s 58 and 59 and 60. 

Q. Mr. Anderson, handing you Plaintiff’s Ex- 
bit 58 for Identification, will you state what that 
s, please ? 

A. Itis a check payable to Joe Palermo for 

Q. Speak up now because these people have to 
lear you, Mr. Anderson. 

A. A check made payable to Joe Palermo for 
31,368.00 signed [203] by L. C. Coleman on the Jack- 
cnife Mill. 

Q. What is the date of that check? 

A. October 31, 1952. 

Q. And handing you Identification 60, will you 
xamine that, please? Do you recognize the Plain- 
iff’s Exhibit 60 for Identification ? A. Yes. 

What is that? i 

Part of the journal sheet. 
What company is it from? 
From the Jackknife Mill. 
Were you the accountant for Jackknife Mill? 
Yes. 
And was that Exhibit 60 prepared either by 
Tou or in your office? 

A. Prepared in my office. 

Q. In your office? peey cs: 


OP>Orore 
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Q. Now, referring down to Line 27 on the face 
of Plaintiff’s 60, there is the name of Joe Palermo. 
Do you see that? A. Yes, sir. 

Q. And also then what is the figure on the right- 
hand side as to the amount of the check? 

A. $1,368.00. 

Q. By comparison does that appear to be the 
same—or for the [204] check on Plaintiff’s Exhibit 
58, does that appear to be the same as on Plain- 
tiff’s 60 for Identification ? A. Yes; it does. 

Q. And do you know what this check was for? 

A. Well, it indicates here that it was for log 
purchases. 

Q. All right; that is on the right-hand side of 
Plaintiff’s Exhibit 60 for Identification ? 

A. Yes. 

Mr. Bantz: I will offer Plaintiff’s 58 and 60, and, 
I might state, your Honor, as to Plaintiff’s 60 for 
Identification J am only concerned with Line 27, 
which states the name of Joe Palermo in the sum 
of $1,368.00, and the words ‘‘Log Purchases.” 
Otherwise, I believe it is immaterial to this case. 

Mr. Moore: No objection. 

The Court: It will be admitted. 58 and 60. 


(Whereupon, said documents were admitted 
in evidence as Plaintiff’s Exhibits Nos. 58 
and 60.) 


Q. Mr. Anderson, handing you Plaintiff’s Ex- 
hibit 59 for Identification, state what those are, will 
you, please? 
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A. They are also cancelled checks. 

@. And who are they made payable to? 

A. They are all made payable to Joe [205] Pa- 
ermo. 

Q. Now, is your signature on those checks? 

A. Yes; it is. 

Q. And will you just tell me why is your signa- 
ure on there? 

A. Well, it was requested by 

Q. I mean you are a co-signer on those checks, is 
hat it? A. Yes. 

Q. And you ean identify them from your own 
ignature, can you? A. Yes; I ean. 


Q. And what account are these checks drawn on? 

A. Jackknife Mill. 

Q. And for what year are these concerned ? 

A. In 1953. 

Q. Mr. Anderson, what were these checks issued 
‘or? A. For logs—for log purchases. 

Q. For the year 1953? A. Yes. 

Q. And would that be from Joe Palermo ? 

Ag, Yes. 


Mr. Bantz: I will offer in evidence Plaintiff’s 59. 
Mr. Moore: No objection. 
The Court: It is admitted. 


(Whereupon, said group of checks was ad- 
mitted in evidence as Plaintiff’s Exhibit No. 
59.) [206] 


Mr. Bantz: Pardon me, I am sorry. If I may, I 
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want that a moment, your Honor, in order to 
read it. 

The Court: All right. 

Mr. Bantz: Plaintiff’s Exhibit 58 is a check in 
the amount of $1,368.00 drawn to Joe Palermo by 
dackknife Mill. Plaintiff’s Exhibit 59 are checks 
drawn by Jackknife Mill to Joe Palermo starting 
with February 16, 1953, and ending with May 19, 
1953, in the amounts of $78.12, $111.24, $2,271.68, 
$3,615.35, $2,388.68, $3,747.57, $3,870.10, $5,046.28. 

You may examine, Mr. Moore. 


Cross-Examination 
By Mr. Moore: 


Q. Mr. Anderson, did you get these checks and 
that ledger sheet from Mr. Coleman? 

A. Yes, sir. 

Q. The ones that you brought up here? 

A. Yes, sir. 

Q. Are those the only records Mr. Coleman had 
with reference to Joe Palermo selling logs in 1952 
and 1953? A. That is all that he gave me. 

Q. That is all that he gave you? A. Yes. 

Q. Was he the sole owner, Mr. Coleman, of the 
Jackknife Mill, as far as you know? 

A. I think he was at that time. [207] 

Q. And is that mill no longer in existence, I 
mean, as the Jackknife Mill owned by—— 

A. Not as the Jackknife Mill, no. 

Q. What happened to the Jackknife Mill, did 
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it go broke? A. Yes; it did. 

Q. And do you know whether or not Mr. Palermo 
received all the money from the Jackknife Mill that 
he had coming for logs sold? 

A. Iam not certain that he did. 

Mr. Moore: I think that 1s all. 

Mr. Bantz: That is all, Myr. Anderson. 


(Witness excused.) 


Mr. Bantz: Mr. Blankenship, please. 


DONALD M. BLANKENSHIP 
called and sworn as a witness on behalf of the Gov- 
ernment, was examined and testified as follows: 


Direct Examination 
By Mr. Bantz: 


Will you state your name, please? 

Donald M. Blankenship. 

And where do you live, Mr. Blankenship ? 
Presently residing at Seattle, Washington. 
And where did you reside in the vears 1953. 
955 A. Yakima, Washington. 


HOPOPOS 


oO. 


a And who is your employer? [208] 

A. District Director of Internal Revenue. 

Q. You work for the Internal Revenue Service ? 

Po VCS: 

Q. And what is your position with the Internal 
Revenue? A. Internal Revenue Agent. 


Q. And when did vou become an Internal Rev- 
enue Agent? A. November 13. 1950. 
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Where did you go to college? 

University of Washington. 

What did you take? 

Majored in Accounting. 

Are you a licensed C.P.A.? 

Yes, sir. 

And what does C.P.A. mean? 

Certified Public Accountant. 

Now, Mr. Blankenship, are you familiar with 
ae case of the United States vs. Joe Palermo? 

A. Yes, sir. 

Q. And did you participate in that case as part 
of your duties with the Internal Revenue Depart- 
ment ? A. Yes, sir. 

Q. Now, I asked you to bring certain records 
with you into court today. Did you bring those with 
you? A. Yes, sir. 

The Clerk: Marking Plaintiff’s 61, 62, 63. [209] 

Q. Let me just ask him a question: Was this at- 
tached to one of the other ones? A. Yes, sir 

Q. Which one, do you know? A. No. 

The Clerk: Plaintiff’s 64 and 65. | 

Mr. Bantz: Mark those separately, Mr. Taylor. 

@. Are all those separate sheets or together? 

A. Separate. 

The Clerk: 66, 67, 68, 69. 

Mr. Bantz: Each one separately unless they are 
clipped together. 

The Clerk: The remaining ones will be 70 to 74. 

Q. Mr. Blankenship, do you know Mr. Palermo? 

A. Yessir: 


OPOoOPOPH PEO 
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Q. And he is the defendant in this case? 

A. Yes, sir. 

Q. The one that we are talking about? 

A. Yes. 

Q. Now, I am handing you Plaintiff’s Identifi- 
zation 61; would you state what that is and if there 
is any date on it? 

A. This is the Power of Attorney submitted to 
me by Mr. Moore, authorizing him to act before the 
Treasury Department for Mr. Palermo and re- 
ceived by me on [210] December 23, 1954. 

Q. Handing you Plaintiff’s Exhibit 62 for Iden- 
tification, will you state what that is, please? 

A. This is Power of Attorney authorizing If. 
Allen Brown, C.P.A., to act for Joe Palermo. This 
hasn’t the date on it but I do recall it was received 
around October 19, 1954. 

Q. And they are authorized to act in what? 

A. To represent the taxpayer before the Treas- 
uary Department. 

Q. Handing you Plaintift’s Exhibit 63 for Iden- 
tification, will you state what that is? | 

A. ‘This is another Power of Attorney authoriz- 
ing I. Allen Brown, C.P.A., to act before the Treas- 
ury Department to represent Bertha Palermo, and 
it would be received around February—or Decem- 
ber, 1954. 

Q. Handing you Plaintiff’s Exhibit 64 for Tden- 
tification, will you state what that is? 

A. This is Power of Attorney naming I. Allen 

3rown and John 8. Moore, and EH. F. Velikanje to 
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act for Joe Palermo before the Treasury Depart- 
ment, dated November 28, 1955. 

Q. And handing you Plaintiff’s Exhibit 65 for 
Identification, what is that? 

A. Power of Attorney, naming John 8. Moore, 
I. Allen Brown and E. F. Valikanje to act for Joe 
Palermo—rather [211] Bertha Palermo before the 
Treasury Department, received by me on November 
30, 1955. 

Q. And for what years were these Powers of 
Attorney concerned with as to their representation 
with the Internal Revenue Service? You can check 
on that. 

A. The Power of Attorney received on Novem- 
ber 30th, 1955, covers the years 1946 through 1954. 

Q. Mr. Blankenship, are these Power of Attor- 
neys received in connection with the case at issue 
here today? A. Yes, sir. 

Mr. Bantz: Do you want to see them? 

Mr. Moore: Yes. 

Mr. Bantz: Any objection? I am going to offer 
them im evidence. 

Mr. Moore: J don’t see the materiality of them, 
your Honor. 

Mr. Bantz: Your Honor, I think I have some 
statements now that I received from counsel and he 
couldn’t represent him unless he had a Power of 
Attorney, and I have a net worth statement and 
some other financial statements, and the only way 
T feel that I can put them in is through the power 
of attornev saving that they were authorized to 
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uurn them over to us, and that they are true and 
correct. 

The Court: Well, for that purpose they will be 
admitted. It is the authority of counsel to act for 
the [212] defendant, is that correct? 

Mr. Moore: Yes. 

The Court: For that limited purpose they will 
be admitted. 


(Whereupon, said Power of Attorneys were 
admitted in evidence as Plaintiff’s Exhibits 
Nos. 61, 62, 63, 64, and 65.) 


Q. Now, Mr. Blankenship, handing you Plain- 
tiff’s Exhibit 66 for Identification, would you state 
what that is? 

A. It is a statement for Joe and Bertha Pa- 
lermo called a ‘‘Net Worth Trace,’’ 1949 through 
1953. 

Q. Where did you receive that, and how did you 
receive it? 

A. I received it from Mr. Moore. 

Q. Do you know when you received it? 

A. Yes. My date—I dated it December 23, 1954. 

Q. And does that concern the net worth of Joe 
Palermo in that? A. Yes. 

Q. And what years does that cover? 

A. Jt covers 1949, 1950, 1951, 1952 and 1953. 

Q. I will hand you Plaintiff’s Exhibit 67 for 
Tdentification. Will you examine that? What is that 2 

A. It is a statement for Joe and Bertha Pa- 
lermo, White Salmon, Washington, ‘‘Differences 
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Between Reported Income and Indicated Net In- 
come, for the years °51, 52 and 53. [213] 

@. And where did you receive it from? 

A. I received it from Mr. Moore. 

Q. When? 

A. At the same time, December 23, 1954. 

Q. And both 66 and 67 exhibits were received in 
connection with the power of attorney that we have 
now in evidence ? A. Yes, sir. 

Q. Handing you Plaintiff’s Exhibit 68 for Iden- 
tification, would you please state what that is, if 
you know? 

A. This is a ‘‘Statement of Profit and Loss”’ for 
Joe and Bertha Palermo, White Salmon, Washing- 
ton, for the calendar years 1951, 1952 and 1953. 

Q. All right; where did you receive it and when 
did you receive it? 

A. I received it from Mr. Moore, December 17, 
1954. 

Q. When? A. December 17, 1954. 

Q. And in what city did you receive it? 

A. Yakima, Washington. 

Q. And was that in connection with the power 
of attorney that the Internal Revenue Service had 
received ? 

A. At that time it was—Mr. Moore’s power of 
attorney had been received. 

Q. Who does it state is the paper that it is on? 

A. It is on the stationery of Mickelwait and 
Brown, [214] Certified Public Accountants. 

Q. Who is Mr. Brown? 
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A. The C.P.A. in this ease. 

Q. And he is the gentleman sitting here? 

A. Yes; sitting at the counsel table. 

Q. And there was a power of attorney for Mr. 
Brown, was there? A. Yes. 

Q. And handing you Plaintiff’s Exhibit 69 for 
Identification, will you examine that and state what 
it is, if you know? 

A. ‘This is statement of deposits in the National 
Bank of Commerce, White Salmon, for Joe and 
Bertha Palermo, 1951, 1952 and 1953, and showing 
a comparison between the deposits per bank state- 
ments and deposits not in book, and sales not in the 
bank. 

Q. When did you receive this one? 

A. I received it on January 6, 1955. 

Q. In connection with the power of attorney that 
is now in evidence ? A. Yes, sir. 

Q. Now, Mr. Blankenship, have 66, 67, 68 and 
69 for Identification, have they been in the custody 
of either yourself or the Internal Revenue since 
you received them? A. Yesw si 

Q. To your knowledge, have they been changed, 
altered, or in any manner changed from the time 
you got them? [215] fee, Sir 

Mr. Bantz: Your Honor, I am going to offer 
Plaintiff’s Exhibits 66, 67, 68, and 69 for Identifi- 
cation into evidence. 

Mr. Moore: May I ask one question, your Honor? 

The Court: Yes; surely. 

Mr. Moore: Plaintiff’s Exhibits for Identifices- 


ws 
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tion 66, 67, 68 and 69, Mr. Blankenship, were all 
delivered to you by me in connection with this case, 
is that correct? A. Yes, sir. 

Mr. Moore: No objection. 

The Court: They will be admitted. 


(Whereupon, said documents were admitted 
in evidence as Plaintiff’s Exhibits Nos. 66, 67, 
68 and 69.) 


Q. Handing you Plaintiff’s Exhibits for Iden- 
tification 70, 71, 72, 73, and 74, will you please ex- 
amine each one of those and by number state what 
they are and what date they are concerned with? 

A. Plaintiff’s Exhibit 74—pardon me, Plain- 
tiff’s Exhibit 70 is a photostatic copy of the sales 
records of Joe Palermo for 1949. 

Q. Where did you get that photostat? 

A. They were given to me by Mr. Moore. [216] 

Q. The photostats were? A. Yessir 

Q. And was that given to you in connection with 
the power of attorney that is now in evidence? 

A. Yes, sir. 

Q. All right; continue with 71. 

A. Exhibit 71 is a sales record—ecopy of sales 
record for Joe Palermo for 1951 given to me by Mr. 
Moore. 

Q. What year does that cover? 

A. It covers the year 1950. 

The Court: 1950? 

A. “1is 750. 

The Court: Is 70 for 749? 
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A. Yes, sir. 

Q. Go ahead with 72. 

A. 72 is a photostatic copy of sales records for 
1951 given to me by Mr. Moore. 

Q. Continue. 

A. Exhibit 73 is photostatic copy of sales records 
for 1952 given to me by Mr. Moore, and 72 is photo- 
static copy of sales record of Mr. Palermo for 1953 
siven to me by Mr. Moore. 

Q. Now, each of the Exhibits 70 through 74, in- 
slusive, were given to you in connection with the 
power of attorney that is in evidence now, is that 


sorrect ? A. Yes, sir. [217] 
Q. Do you know where the originals are, Myr. 
Blankenship ? 


A. I believe they are in the courtroom. 

Q. I mean, are they in your possession ? 

A. No, sir. 

Q. Are they in possession of the Internal Rev- 
nue ? A. No, six. 

Q. Do you have any way with which we can ob- 
‘ain the originals? A. No; not that I know. 

Mr. Bantz: I think the Court will take judicial 
sowledge that the originals are with the defendant. 

The Court: Well, we will wait and see if they 
vill object to the offer when you offer them. | 

Mr. Bantz: J am going to offer 71, 72, 73, and 
4, and I am not offering 70 at this time. 

Mr. Moore: No objection. 

‘The Court: They will be admitted. 71 through 74 2 

Mr. Bantz: Yes, vour Honor. 
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(Whereupon, said photostats were admitted 
in evidence as Plaintiff’s Exhibits Nos. 71, 72, 
73, and 74.) 


Q. Mr. Blankenship, did you state how long you 
had been with the Internal Revenue Service? 

A. Yes, sir. [218] 

Q. How long was it; how long have you been 
with the Internal Revenue Service ? 

A. Well, the period is about six and a half 
years. 

Q. Are you familiar with the requirements as 
to the filing of income tax returns in the United 
States? A. Yes, sir. 

@. What are the requirements? 

A. If any individual has a gross income of 
$600.00 or more he is required to file a return. 

Q. And where does he file the return? 

A. He files the return in the district in which he 
resides or has his principal place of business. 

Q. Now, what district is Bingen and White 
Salmon, Washington, in? 

A. District of Washington. 

Q. Does the District of Washington encompass 
the whole state? A. Yes, sir. 

Q. Mr. Blankenship, if an individual is married, 
how do they file or how can they file income. tax re- 
turns ? A. There are two ways. 

Q. What are the two ways? ‘ 

A. In our state here you can either file joint or 
separate returns. 
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Q. Well, when you say joint returns, what do 
‘ou mean by that? 

A. Both names appear on the return and both 
ign. [219] 

Q. Man and wife? 

A. Yes; husband and wife, that’s right. 

Q. Now, have you examined the income tax re- 
urns in this case which are Plaintiff’s Exhibits 3, 
, and 5 A. Yes, sir. 

Or, 3, 4, 5 and 6, I guess, they are? 

Yes, sir. 

Have you examined those? 

Yes, sir. 

Are those what you eall joint returns? 

Yes, sir. 

Now, what is the terminology, ‘‘Gross In- 
ome,’’ what does it mean? 

A. It generally means salary, wages, interest, 
ividends, gross receipts from the operation of the 
usiness if he is on a cash basis; gross profit from 
he operation of the business if you are on accrual. 

Q. Gross profit now is what; state that again? 

A. Gross Income? 

Q. Yes. 

A. That is it can include gross receipts from 
he business if you are on a cash basis, or the gross 
rofit from the operation of the business if the tax- 
ayer 1s on the accrual basis of accounting. 

Q. Is it true that gross profit is gross income 
hen? [220] AY Wesy sir: 

The Court: Are these returns all on a cash basis? 


O>OrOorO 
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Mr. Bantz: Yes. 

The Court: If there is no dispute about that, if 
they are all on a cash basis I suggest you not con- 
fuse the jury on that by getting on the accrual. 

Mr. Bantz: I was just trying to straighten it 
out for them. 

Q. The returns, Mr. Blankenship, do you know 
if they are on accrual or cash basis? 

A. Cash basis. 

Q. Explain what does cash basis mean? 

A. Generally it means that you will account for 
income when you receive it in cash and you claim 
expenses when you pay for those. 

Q. And by cash you mean in any negotiable 
form ? A. Yes. 

Mr. Bantz: You may examine, Mr. Moore. 


Cross-Examination 
By Mr. Moore: 


Q. Are Exhibits 66 through 69, 71 through 74 
and Exhibit for Identification 70, all of the infor- 
mation that was provided to you in connection with 
the case by myself, Mr. Palermo and Mr. Brown’? 

A. I believe there are some depreciation [221] 
schedules. 

Q. There were some depreciation schedules ? 

A. Yes. Reserve depreciation schedules and I be: 
lieve a list of bank deposits, National Bank of Com- 
merce of White Salmon. 

@. And you were granted the right to go ovel 
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ir. Palermo’s books; you did go over Mr. Palermo’s 
ooks ? A. Yes, sir. 

@. And his cancelled checks and bank state- 
nents ? A. Yes, sir. 

Mr. Moore: May we approach the bench, your 
Tonor ? 

The Court: All right. 

Mr. Moore (With counsel at the bench out of 
earing of the jury): This seems like a pretty good 
ime, your Honor, if he rendered any reports in this 
‘ase, in connection with this case, to make a demand 
o see their reports and then we can get into our 
liscussion. 

The Court: Suppose I just excuse the jury for 
‘eGESS. 

Mr. Bantz: We are getting so speedily through 
his today and I have gone through ten witnesses 
oday and I am wondering if we could finish up this 
igument. I have got three more witnesses which 
vill take only maybe thirty minutes and then I 
vould come back with Paul Simonson which would 
ro through today. 7 

The Court: I was going to recess at 4:00 o’clock 
oday. 

Mr. Bantz: We could have recess and then come 
pack [222] and argue this motion and he ean ask 
rhe question and I can object to it. 

The Court: I don’t think it is necessary for you 
to make demand in the presence of the Jury. Phe 
court will take a ten-minute recess. 
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(Whereupon, the following proceedings oc- 
curred after recess and in the absence of the 
jury.) 

The Court: I think I may have misunderstood 
you, Mr. Moore, the reason I didn’t excuse the jury 
for recess I thought you said that you wished to 
ask this witness, and I assume in the presence of 
the jury, if he had a report. 

Mr. Moore: I don’t think it is necessary, your 
Honor. 

The Court: Well, then, I may as well excuse the 
jury. 

(Whereupon, the following proceedings oe- 
curred in the presence of the jury.) 


The Court: Now, ladies and gentlemen of the 
jury, we have reached a point in the trial where it 
will be necessary for the Court to hear the attorneys 
on some law points with which the jury is not con- 
cerned, and rather than keep you around here the 
rest of the afternoon—I think it will take the rest 
of the afternoon to take care of these matters—L 
think I will excuse you until tomorrow morning. 
The jury will be excused until tomorrow morning 
at 10:00 o’clock and you can return then. 


(Whereupon, the following proceedings oc- 
curred in the absence of the jury.) [223] 
The Court: All right, Mr. Moore. 


Q. (By Mr. Moore): Mr. Blankenship, you tes- 
tified before in connection with Exhibits 67 through 
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39 and 71 through 74 and Exhibit for Identification 
No. 70, relating that those matters were submitted 
© you by me in connection with this case? 

A. Yes. 

Q. And that in addition you examined Mr. Pa- 
lermo’s tax returns, Exhibits 3, 4, 5, and 6, I believe 
it was, and that you had become acquainted with 
Mr. Palermo in connection with this case. Along 
that line, and as the same relates to this case, did 
you in the course of your employment for the In- 
ternal Revenue Service, submit written reports to 
your superiors in connection with your investigation 
which resulted in this case? 

Mr. Bantz: Your Honor, I would object to him 
answering the question as being immaterial to the 
case in hand. But if there was some purpose in the 
inquiry as to impeachment or something that was 
said—the witness has only testified on direct ex- 
amination as to records which were turned over to 
him in his possession by other counsel, not what was 
in the records, but just the naming off of them, and 
this witness not having testified to anything on 
direct examination concerning the case but except 
for the matters in evidence, I think that the ques- 
tioning should be limited to the scope of the [224] 
direct examination, and it is certainly immaterial 
what he said in an intetr-office communication to his 
superiors in any form unless the matter comes up 
in the form of evidence in the trial, either through 
direct evidence or through some exhibit that is 
put in. 
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The Court: I think we might as well have him 
answer the question in the absence of the jury to 
find out whether he did make reports or not and 
decided whether that will be admitted. 

Mr. Moore: All right; you may answer. 

A. Yes;I did. 

Q. And in the course of making those reports, 
that would have been during the period that you 
first began an examination into Mr. Palermo’s in- 
come tax returns, is that correct? A. Yes, sir. 

Q. And that was started when? A. 1954. 

Q. In the Fall of 1954? 

A. The first date would be September 28, 1954. 

Q. And those reports that you submitted would 
have included references to the Exhibits 71, 72, 73, 
and 74, and Exhibit for Identification 70, all being 
the photostats of sales records; and also with refer- 
ence to Exhibits 3, 4, 5, and 6, being the tax [225] 
returns ? A. I don’t—— 

Mr. Bantz: Just a minute. Your Honor, I don’t 
understand the question. It appears to me that it is 
so broad that it couldn’t be answered. He is starting 
out with the exhibits that he received from Mr. 
Moore and that goes back to the income tax returns 
themselves. Now, if he made a report concerning 
the income tax returns and found fault with the in- 
come tax returns that is a different matter, from 
the items that are in 66 through 70 and 71 through 
74, those are just matters that were turned over to 
us; I mean that the defendant himself turned them 
over to us. Certainly there can be no inquiry as to 
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those. It would have to be limited to something re- 
ceived from the defendant because we are applying 
Rule 16 and Rule 17 at the time of trial, along with 
the Jenks case in conjunction with the Browning 
case, and certainly they just have something that 
they gave to us and had the originals there. He is 
asking duplicate questions and they can’t be an- 
swered. 

The Court: I think that the purpose of Myr. 
Moore’s question is to find out whether he made any 
reports, rather than for his opinion. He may an- 
swer. 

A. Of course, my report makes reference to the 
income tax returns. As to the other exhibits, I don’t 
think so. I am not sure. I don’t think so. I am not 
sure that would be a sales record if my exhibit num- 
bers are correct. [226] 

Q. Yes; 71 through 74. 

A. I don’t recall making any specific references 
to that—to those sales records. 

The Court: Let me see, Mr. Blankenship. I think 
you said in your direct examination here that you 
were an Agent of the Bureau of Internal Revenue 2 

A. Yes. 

The Court: And were you working at the time 
out of the Tacoma office ? 

A. Out of the Yakima office. 

The Court: Yakima office here? 

A. Yes. 

The Court: To whom did you make these re- 
ports ? 
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A. I made them first to my group supervisor. 

The Court: Where is your group supervisor? 

A. In Seattle, Washington. 

The Court: I see. Where were you stationed at 
the time of the work? 

A. In Yakima. 

The Court: In Yakima, and you were doing the 
work around White Salmon and Bingen? 

A. Yes. 

The Court: Did you have a superior in the Yak- 
ima office ? 

A. No; I didn’t. [227] 

The Court: You were alone here at your office? 

iy, NCS 

The Court: Working alone? 

A. Yes. 

The Court: And who was your immediate su- 
perior then? 

A. At that time and still is Mr. E. P. Hunt. 

The Court: In the Seattle office of the Bureau of 
Internal Revenue? 

A. Yes. 

The Court: Is that where you were making these 
communications and reports? 

A. gVessit:. 

The Court: Is that in the nature of a communi- 
cation from the Yakima office to the Seattle office 
of the Bureau? 

A. Yes; it was from me as an Agent to my super- 
visor. 
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The Court: Were you working under the direct 
upervision of anybody? 

A. Only from the supervisor in Seattle. 

The Court: The supervisor in Seattle? 

A. Yes. 

The Court: And that is where these reports 
vent ? 

A. Yes. 

The Court: And those reports covered all of your 
ictivities, I suppose, in connection with the case as 
he case progressed ? [228] 

A. Yes. 

The Court: Were the documents that you ob- 
ained here, as you testified, and have been admitted 
n evidence now, were they transmitted to the Se- 
ttle office as you received them ? 

A. No, your Honor. 

The Court: What did you do with them? 

A. Iretained them in my file. 

The Court: You kept them here? 

A. Yes. 

The Court: Do you have any further questions, 
Mr. Moore? 

Mr. Moore: I thought I might ask along another 
ine, your Honor, in order to possibly clarify the 
ituation so that we can get it out of the way this 
fternoon. 

The Court: All right. 

Q. (By Mr. Moore): In line with this investi- 
ation, Mr. Blankenship, after September, 1954, you 
vorked with Mr. Paul Simonson also, did vou not? 
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A. Yes. 

Q. In investigating Mr. Palermo and his tax re- 
turns ? A. Yes; I did. 

Q. And the investigation continued thereafter 
with you and Mr. Simonson working together? 

A. Yes, sir. [229] 

Q. And in the course of that investigation both 
you and Mr. Simonson would render reports at 
either regular or irregular times to your superiors 
in the Internal Revenue Service in Seattle? 

A. Only at the conclusion did I render a report, 
except perhaps maybe an oral statement. 

@. And to your knowledge did Mr. Simonson 
render written reports to the Seattle office on more 
than one occasion ? A. Pardon me? 

Q. On more than one occasion ? 

A. To my knowledge, no. 

Q. The reports that were written by you and 
Mr. Simonson were based upon your investigations 
from the Fall of 1954 until your active investigation 
had terminated ? A. Yes, sir. 

Q. And this case is to a certain extent the result 
of investigation conducted by you and Mr. Simon- 
son ? A. Yes, sir. 

Q. Did you see the report or reports which Mr. 
Simonson submitted ? 

Mr. Bantz: Your Honor, I would object to that 
anyway as being immaterial whether he saw them 
or not. 

The Court: Yes; I will sustain the objection. 

Q. Did you collaborate with Mr. Simonson in 
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the creation of his report or reports to his [230] 
superiors ? 

A. Well, what he did with it after he trans- 
mitted it to them I don’t know. We fully discussed 
items back and forth, yes. 

Q. Do you mean you gave him information ? 

A. Well, information that we gathered jointly, 
[I would say. We did work, oh, I mean on things 
and discuss things back and forth that we dug up. 

Q. Did those reports of you and Mr. Simonson 
contain facts found by you and Myr. Simonson in 
your investigation as to income of Mr. Palermo and 
expenses of Mr. Palermo in the operation of his 
business during the years ’50 through 753? 

Mr. Bantz: Just a minute. I would object there, 
vour Honor, unless there is some showing that we 
are not producing at the time of trial any informa- 
tion as to his income that we have or expenses that 
we have. Certainly he is going beyond this witness’ 
direct examination on any testimony he could give 
in this particular case. He is asking now to find out 
what our testimony is before the man has testified 
to anything in the trial, if he would be eligible to 
testify to it. 

The Court: I am not sure that I understand Mr. 
Moore’s question. He says: Does your report contain 
facts? It is hard to see how an investigative agent’s 
report would not contain facts and records or the 
investigative agent’s [231] report of what he had 
heard or what somebody else has told him or what 
some witness has testified. 
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Mr. Moore: Yes. 

The Court: I don’t think you are permitted to 
go that far. 

Mr. Moore: I will advise the Court that one of 
the reasons for asking questions along this line was 
that I was trying to form the basis at this time in 
relation to Mr. Simonson’s testimony so that we 
won’t have to take it up in the morning. 

The Court: Oh, I see. The view that I have taken 
may be wrong, but I have reached the conclusion, 
as I told counsel in the Chambers as to the Jenks 
case, that the defense goes no further, after the wit- 
ness takes the stand and after it is made to appear 
that he had made reports concerning the subject 
matter of his testimony, that they have the right 
to demand statements that he has made or reports 
that he has made, but I think also there should be 
added: If they are requested in good faith for use 
in the cross-examination of the witness to effect 
his credibility. Now, in this particular instance I 
can’t believe that the Supreme Court in the Jenks 
ease meant that if the Government puts on an in- 
vestigative witness and has him testify to the time 
of day, we will say, or has him testify that he saw 
the defendant on a certain day, that does not mean 
that they can turn the witness [232] inside out and 
get a history of the case and use the reports and 
say: Here is what we are going to prove and we 
know exactly what the Government’s case is. You 
cannot get the entire case laid out on the reports 
of the investigative witness, and if he testifies to 
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one thing and one document, then to get the whole 
Government’s case laid out. I don’t think that can 
be done. It must be something that is demanded in 
good faith and can be used in cross-examination. 
Here there is nothing to cross-examine on except 
the admissibility of a few documents that have not 
vet been offered. Here he has testified as to the 
documents and what is necessary to file joint re- 
turns and what is not, and I can’t see that some re- 
ports he has made in inter-office communications 
would be admissible. 

Of course, the big problem of the Trial Judges 
on the benches from time to come and the Ap- 
pellate Courts is just what the Supreme Court 
meant and how far they intended to go in the Jenks 
case. And, of course, they had not agents of the 
Government but undercover investigators that had 
been planted by the Government in subversive or- 
ganizations and Communist organizations, and it 
was their reports that we are concerned with there. 
Now, whether that means any Government agent 
who is employed full time or on a regular basis like 
the F.B.I. Agents or like an agent in the Internal 
Revenue Service, if they get on the stand, that they 
should disgorge [233] all the documents. I don’t 
think you can go that far. 

Mr. Moore: Your Honor, I don’t want to go that 
far myself. I was hoping by examining Mr. Blank- 
enship and being aware of what Mr. Simonson is 
going to testify to tomorrow, I thought we could 
get this out of the way. I wanted to bring this ont. 


204 Joe Palermo vs. 


(Testimony of Donald M. Blankenship.) 

The Court: Mr. Simonson is here? 

Mr. Bantz: Yes; he is the man sitting behind me 
here, and My. Simonson is an Intelligence Agent 
who does accounting work in the preparation of 
these cases. It starts with the Agent that is on the 
stand and he examines the books and consults with 
Mr. Simonson and Mr. Simonson takes the case 
over and it goes from there. 

The Court: Yes; I understand that distinction. 

Mr. Moore: Maybe we will have to just let it go 
until Mr. Simonson takes the stand. 

The Court: It seems to me that this wasn’t just 
the right witness to try it out on; he hasn’t testified 
to much except documents. 

Mr. Moore: I thought we could work it out this 
afternoon. 

Mr. Bantz: Of course, my objection to—your 
Honor, if I may have a minute here? 

The Court: Yes; surely. 

Mr. Bantz: As to tomorrow, I am going to put 
on Mr. [234] Simonson on, who undoubtedly knows 
much about the case, and I must keep his examina- 
tion within the bounds of the case. He can’t testify 
as to his summary of the evidence that isn’t here in 
eourt. You wouldn’t allow me for a minute unless 
it is something within some of the issues that have 
been admitted, and you are not going to allow me 
to do it, and so, unless he testifies—I want to state 
my position today so that Mr. Moore will know it, 
if he testifies basically 100 per cent on the facts that 
are here so that the jury is given a summary of 
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vhat went on, certainly it doesn’t open the door as 
(0 what did you do in 1954 about this case. If I don’t 
sover it on direct examination, I don’t think that his 
iles should be open. I am not trying to belittle the 
notion when they have good cause to make it but I 
strenuously object unless they show some good 
aUse. 

The Court: Of course, the difficulty about pass- 
ng upon applications for disclosure, I think it is 
infair for the Government, because it can’t be re- 
iprocal, to make the Government make an undue 
lisclosure during the trial or during the progress 
yf the trial on communications and evidence back 
ind forth as to inter-offie communications. Of 
ourse, if a witness takes the stand whether he is an 
xpert on evidence or whatever he is, if he has made 
rior statements or reports that might be incon- 
istent with his present testimony, that would be 
iseful for the defense obviously in [235] the matter 
f cross-examination and in the attempted impeach- 
nent of the witness. Of course, I think one of the 
ig subjects for discussion and covering quite a bit’ 
f the opinion in the Jenks case was whether or not 
omeone else other than the defense counsel should 
letermine whether or not the prior statements were 
ontradictory or inconsistent and the court there 
aid that the United States Attorney and not even 
he Court can say that these reports or prior state- 
nents are not inconsistent, and if the effort is a 
rood faith one and it is an evidentiary matter that 
hey are seeking to get—would be evidentiary in the 
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matter of cross-examination, then I think they are 
entitled to determine whether it would be contra- 
dictory. Of course, if the witness has testified on 
direct examination, the matter of premature dis- 
closure is not present. I don’t know how many wit- 
nesses you would have after—Mr. Simonson, is it? 

Mr. Bantz: Yes; Mr. Simonson. 

The Court: I don’t know how many witnesses 
you would have after Mr. Simonson but you have 
already disclosed what you are going to prove by 
him, and I can’t see where there would be very 
much detriment or unfairness of his disclosure of 
the reports. It does not mean that the defense can 
bring in all the evidence that is contained in Mr. 
Simonson’s reports. I think he has the privilege of 
looking over it and then by proper cross-examina- 
tion bring it out. I may not let [236] him use any 
of it and he has the right to determine whether it 
is inconsistent and can be used on cross-examina- 
tion, and then it is finally for the Court to determine 
whether or not it is propel cross-examination upon 
proper objection. I suppose you understand that you 
can’t get in everything that he shows in his report. 

Mr. Moore: I think, your Honor, we have accom- 
plished this much; I think when Mr. Simonson gets 
on the stand or Mr. Blankenship testifies further 
we can make the request without any further argu- 
ment. We at least have the expression of how the 
Court is going to rule on it. 

The Court: I don’t think I want to cut Mr. Bantz 
off from expressing his views. I think that the De- 
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artment of Justice has given this considerable con- 
ideration. I don’t think that it is a new matter as 
ar as the Department of Justice is concerned. 

Mr. Bantz: I am going to follow along the lines 
f what he testifies to; if he testified he has made a 
rior statement, we will not argue about that. IL 
hink we do not want to go beyond what he has 
estified to. 

The Court: I think it should be confined to re- 
rts he has made and that are pertinent to the 
estimony, with the matters concerning which he has 
estified. 

Mr. Bantz: Yes. 

Mr. Moore: Yes. [237] 

The Court: Where he has testified to reports and 
vhere he has got something that has nothing in the 
vorld to do with this, I don’t think counsel is en- 
itled to that. It must be something that pertains 
o his testimony on the stand here, and then coun- 
el is entitled and has a right to look it over and 
ee whether prior statements are inconsistent, and 
think that is what the court said in the Jenks case. 

Mr. Moore: That is the way I understood it. 
Thank you, your Honor. 

Mr. Bantz: Thank you, your Honor. 

The Court: The Clerk tells me that you have in 
nind making photostats of certain of the exhibits 
vere. [ think that counsel can arrange among your- 
elves and with the Clerk to have them taken out 
ind photostated. 
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Mr. Moore: By agreement with the Court and 
counsel I won’t cross-examine Mr. Blankenship 
until the jury gets back. 

The Court: All right; the court will adjourn 
until tomorrow morning at 10:00 o’clock. 


July 25, 1957—10:02 A.M. 


The Court: All right; proceed. 

Mr. Bantz: IJ think that the record should show 
that Mr. Blankenship was on the stand last. Mr. 
Moore says he has no further examination and I 
have no further examination. [238] 

The Court: I see. Yes; he was on the stand when 
the jury was excused. 

Mr. Bantz: Yes. I will call Mr. Nickols. 


CECIL NICKOLS 
called and sworn as a witness on behalf of the Gov- 
ernment, was examined and testified as follows: 


Direct Examination 
By Mr. Bantz: 


Q. Will you state your name, please? 

A. Cecil Nickols. 

Q. Just sit down. You can sit down, Mr. Nickols. 
What is it now? A. Cecil Nickols. 

Q. And where do you live, Mr. Nickols? 

A. White Salmon. 

Q. And how long have you resided in that area? 

A. Since 1904. 
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Q. Yes; all right. And in what business are you 
ngaged ? 

A. I am in the fishing business now. 

Q. In 1950 to 1953 what business were you en- 
aged in? A. Sawmill business. 

Q. And where was that sawmill business located ? 

A. In the White Salmon area, West Klickitat 
Younty. 

Q. Are you familiar with a man named Joe Pa- 


ermo? [239] A. Yes; I know him. 
Q. Do you know him personally ? A. Yes. 
Q. Is he in the court room? A. Yes. 


Q. Will you point him out? 

A. He is the second gentleman on the right-hand 
able. 

Q. Mr. Nickols, were you issued a subpoena to 
ring some records here in court? A. Yes. 

Q. Do you have them with you? A. Yes. 

Q. Let us—may I have them, please? You can 
ust sit there. 

The Clerk: Plaintiff’s 75 and 76. 

Q. Handing you Plaintiff’s Exhibit 75 for Iden-— 
ification, Mr. Nickols, these are some items you 
ust handed me. Now, what is that exhibit there ? 
It is a check to Mr. Palermo for stumpage. 
All right; is it more than one check ? 

There is three checks here. 
What year does it cover? 

It covers October 13th. 

Of what year? A. 1951, 


OrPorepr 
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Q. And the other checks, what year do they 
cover? [240] 
November 6th, 1951, and November 29th, 751. 
And what were these checks for? 
For stumpage. 
All right, and they are all to Mr. Palermo’ 
Yes. 
Handing you Exhibit 76 for Identification, 
those are some items that you just handed me, and 
state just what those are, please. 


OFrored Pp 


A. Well, these are checks for stumpage. 

Q. For what year now is that group of checks? 

A. For 752. 

Q. And are they all to Mr. Palermo? 

A. Yes; these are to Mr. Palermo. 

Q. Now, is your signature on these checks? 

A. They are my wife’s. 

Q. Do you recognize your wife’s signature ? 

A. Absolutely. 

Q. All right; were they in the course of busi- 
ness ? 

A. Yes; they were in the course of business. 

Q. All right. Plaintiff’s Exhibit 76 for Identifi- 


eation, what were these checks for? 
They were for stumpage. 

Q. And to Mr. Palermo? 

A. Yes, to Mr. Palermo. 

Q. Now, Mr. Nickols, do you know if you have 
any other or [241] additional checks to Mr. Pas 
lermo for logs or stumpage? 

A. No; I have not. 


a 
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Q. You checked your records? 

A. I checked my records. I have no more. 

Mr. Bantz: I will offer Plaintiff’s 75 and 76 in 
vidence, your Honor. 

Mr. Moore: No objection. 

The Court: Admitted. 


(Whereupon, said groups of checks were ad- 
mitted in evidence as Plaintiff’s Exhibits 75 
and 76.) 


Mr. Bantz: You may examine. 


Cross-Examination 
3y Mr. Moore: 


Q. Were you, you say, in the sawmill business 
‘rom 1950 to 1953? A. Yes. 

Q. And you did business with Mr. Palermo only 
n 1951 and 1952? A. That’s right. 

Q. Was the termination of your business re- 
ationship the result of some difficulty between the 
wo of you? 

A. No. No. I got excessive timber otherwise. 

Q. Pardon? [242] 

A. I got excessive timber otherwise than Mr. 
Palermo’s timber. 

Q. There were no difficulties between you? 

A. No. No; our business relationships were fine. 
There were no difficulties whatever. 

Q. Were you in the logging business before 1950? 

A. Oh, yes; I have been in the logging business 
since 1949. 
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Mr. Moore: ‘That is all. 
The Court: Any other questions? 
Mr. Bantz: No. 


(Witness excused. ) 


Mr. Bantz: Call Mr. Everett Thoren. 


EVERETT THOREN 
called and affirmed as a witness on behalf of the 
Government, was examined and testified as follows: 


Direct Examination 


By Mr. Bantz: 
Q. Would you state your name, please? 
A. Everett Thoren. 
Q. And where do you reside, Mr. Thoren? 
A. Iam living at Lyle, Washington, now. 
Q. What business are you engaged in? 
A. In the lumber business. 
Q. And what firm is that? [243] 
A. We are known as Thoren Lumber Com- 


pany now. 

Q. And are you one of the owners? 

A. Yes; I am one of the owners. 

Q. Now, are you familiar with the Lyle Lumber 
Company ? 

A. Yes; I am familiar with that company. 

Q. What connection did you have with the Lyle 
Lumber Company ? 

A. We did planing work for them for a number 
of years, and in 1953 we received the assets of the 
Lyle Lumber Company into our firm. 
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Q. Now, when you received the assets, did you 
ret the books and records of the Lyle Lumber Com- 
any 2 

A. Yes; they gave me everything that was there 
mn the premises. 

Q. Including books and records? 

A. That’s right. 

Q. And have you had those books and records 
inder your custody and control since that time ? 

A. Yes; they are in the boxes ever since that 
time. 

Q. And what is your position with the horen 
Lumber Company at the present time? 

A. Well, I am presently the owner and manager. 

Q. Now, were you subpoenaed to bring all of the 
records into court? A. Yes; I was. 

Q. And do you know Mr. Joe Palermo? [244] 

A. Yes. 

Q. Is he in the courtroom? ee Ge ems. 

Mr. Bantz: May I have these marked as exhibits, 
please? 

The Clerk: Plaintiff’s 77, 78, 79. 

Q. Mr. Thoren, handing you Plaintiff’s Exhibit 
77 for Identification, which is one of the items you 
just handed me, would you examine that? Now, what 
do those purport to be? 

A. Well, this is a check, a Lyle Lumber Com- 
pany check made out to Joe Palermo, signed by 
Fred Ross, in the amount of $3,600.52. 

Q. What is the date of that check? 

A. May 18, 1948. 
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Q. Now, there is another one there. 

A. That is made out to Joe Palermo and the 
amount is different, and-——— 

The Court: If there is no objection you really 
should not give the contents of the checks until they 
have been admitted. 

Mr. Bantz: I am sorry. I am just trying to get 
along. 

Q. Did you receive these checks along with the 
other records of the Lyle Lumber Company ? 

A. Yes; these are the checks. 

Q. And those have been in your custody? [245] 

A. They have been in my custody. 

The Court: He can state who they are to and 
what they are for. 

Q. Plaintiff’s 78 for Identification, will you just 
state, if you know, what those are? 

A. Those are Lyle Lumber Company checks 
made out to Joe Palermo. May 31, 1949—— 

Q. Now, are those all for the same year, the 
checks ? A. Yes; they are all for 1949. 

Q. What business was the Lyle Lumber Com- 
pany in? 

A. They had a sawmill for manufacturing logs 
into lumber. 

Q. Do you know what these are for? 

A. Those are apparently log checks. 

Q. Now, handing you Plaintiff’s Exhibit 79 for 
Tdentification, would you please examine that and 
would you state what it is? 
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A. This is a log ledger showing a summary of 
the logs purchased by Lyle Lumber Company. 

Q. By Lyle Lumber Company ? A. Yes. 

Q. All right. Now, in that Plaintiff’s 79 is there 
any reference to Joe Palermo? 

A. On Page 15 there is—it shows logs, Joe Pa- 
lermo, April 30th to May 15th. 

Q. All right. Now, there are other references in 
that book [246] that you have also clipped in there, 
is that right? 

A. On Page 20 there is a reference to logs pur- 
ehased from Joe Palermo for May 16th to the 31st. 

Q. Iam just wanting to know what was in there. 
Did you check, Mr. Thoren, whether Exhibits 77 
and 78 are also contained in—I mean that the figures 
und information that details the checks is contained 
n Exhibit 79 for Identification ? 

A. I checked some of them. 

@. And how did they compare? Are they in- 
sluded ? 

A. As near as I can tell for the same amounts. 

Q. And what is a book like that called ? 

A. Well, it says ‘‘Record’’ on here. 

Q. Well, you are in the logging or milling busi- 
1ess; what is that called? 

A. Well, we would call it an account book, log 
account book. 

Q. For logs purchased ? 

A. Yes, for logs purchased from different log- 
sels, yes. 

Q. Did you in your records that you have in 
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your possession find any additional matter concern- 
ing Joe Palermo, checks or other books or records? 
A. I never looked for them. 
Q. Those are the years you were asked for? 
A, Whatis right. 
@. When did the Lyle Lumber Company go out 
of business? [247] 
A. We took over the assets of the Lyle Lumber 
Company, I believe, January 13, 1953. 
Mr. Bantz: You may examine. 


Cross-Examination 
By Mr. Moore: 


Q. Did you used to work for the Lyle Lumber 
Company ? ‘ 

A. We did their milling on a custom milling 
basis from 1948 for—I believe it was right up until 
1950, some time in there. 

@. And your knowledge of Exhibits for Identifi- 
cation 77, 78 and 79 is by reason of having found 
those matters in your record books? 

A. That’s right. We never paid too much atten- 
tion to those records until they were showed to us. 
In fact, they were all in a box over there, that is 
the way they were given to us. 

Q. And have you done business with Mr. Pa- 
lermo sinee you took over the Lyle Lumber Com- 
pany ? 

A. Yes. Yes; we have bought logs from Mr. Pa- 
lermo. 
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Mr. Moore: I think that is all. 
Mr. Bantz: You may be excused. 


(Witness excused.) 


Mr. Schmid, please. [248] 


DAN SCHMID 
called and sworn as a witness on behalf of the Gov- 
ernment, was examined and testified as follows: 


Direct Examination 
By Mr. Bantz: 


Will you state your name, please? 

Dan Schmid. 

And where do you reside, Mr. Schmid? 
Stevenson, Washington. 

In what business are you engaged? 

At the present time I am working for Hege- 
wald Company, that is in Stevenson, Washington. 

Q. Mr. Schmid, have you ever been connected 
with the Stevenson Plywood Corporation ? 

A. Yes, sir. 

Q. When were,you connected with them? 

A. I was connected with them from July, 1948, 
until April, 1956. 

Q. All right. What was your position with that 
corporation ? A. Office manager. 

Q. As officer manager were you familiar with 
the books and records of the Stevenson Plywood 
Corporation ? A. Yes, sir, I was. 

Q. Mr. Schmid, are you familiar, or do vou 
know a man bv the name of Joe Palerme? 


rPOoOPoPSe 
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A. I have met Mr. Palermo. [249] 

Q. And do you know if the Stevenson Plywood 
Corporation had any business with him? 

A. Yes, they did. 

Q. And, now, were you subpoenaed to bring cer- 


tain books and records with you? A. Yes, sir. 
Q. In connection with Joe Palermo? 
A. Yes, sir. 
Q. And did you bring them with you? 
A. Yes. 
Q. May I have them, please? 
A. It is just this top envelope. These others are 


empty. 

The Clerk: Marking Plaintiff’s 80, 81, 82, 83, 84. 

Q. Mr. Schmid, handing you Plaintiff’s Exhibit 
80 for Identification, are these a part of the records 
now that you brought with you? A. Yes. 

Q. In connection with the subpoena? 

A. Yes. 

Q. Now, would you just tell the jury what are 
those? 

A. Well, these are—this is the detail and the 
checks for logs that were purchased from Palermo. 

@. And who are they to? 

A. Made payable to Mr. Joe Palermo. 

The Court: Keep your voice up, please. [250] 

A. Made payable to Mr. Joe Palermo. 

The Court: Yes, tell the jury so that they can 
hear. 

Q. What years were they concerning ? 

A. Years 1949 through 1953. 
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Q. No, the ones that you have in your hand, 
Plaintiff’s 80, what year are they ? A. 1949. 

Q. And there are some other sheets besides the 
checks? A. That is the detail. 

Q. The detail is concerned with the checks that 
they are attached to? A. Yes, that’s right. 

@. Did you check during the year 1949, did you 
check to see if that is all the records you had in con- 
nection with Mr. Palermo? A. Yes. 

Q. And is that all the records you could find? 

A. Yes. 

Q. Handing you Plaintiff’s Exhibit 81 for Iden- 
tification, would you please examine that and tell 
the Court and jury what it is, if you know? As a 
eroup, you don’t have to go over each one. 

A. This represents payment for logs we pur- 
chased from Mr. Palermo during the year 1950. 

Q. And they are for the Stevenson Plywood 
Corporation? [251] A. That is correct. 

Q. Now, are they all for one year? 

A. These are all for one year. 

Q. And did you check your records to see if you 
had any other checks or supporting vouchers con- 
cerning the year 1950? A. For Mr. Palermo? 

Q. Yes, for Mr. Palermo. 

A. I have checked and this is all that I could 
find, and J am sure that these is all that there were. 

Q. And you recognize these checks as being 
checks on the Stevenson Plywood Corporation? 

m Yes 

@. And what are the checks for? 
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A. They were for logs purchased from Mr. Pa- 
lermo. 

Mr. Bantz: I will offer Identification No. 81 in 
evidence, Your Honor. 

Mr. Moore: No objection. 

The Court: Admitted. 


(Whereupon, said group of checks were ad- 
mitted in evidence as Plaintiff’s Exhibit No. 
81.) 


Q. Handing you Plaintiff’s Exhibit 82 for Iden- 
tification, would you please examine that [252] ex- 
hibit ? A. Yes. : 

Q. All right, now, for what year is Plaintiff’s 
Exhibit 82 for Identification concerned with? 

A. For the year 1951. 

q@. And who are the checks made payable to? 

A. Mr. Joe Palermo. 

Q. And would your testimony as to Plaintiff’s 
82 be the same as the one you have just testified 
for the year 1950, which is Plaintiff’s Exhibit 81? 

A. Yes. 

Q. You recognize all these and recognize what 
these matters are? A. Yes, I do. 

Mr. Bantz: I will offer Plaintiff’s 82 in evi- 
dence, Your Honor. 

Mr. Moore: No objection. 

The Court: Admitted. 


(Whereupon, said group of checks was ad- 
mitted in evidence as Plaintiff’s Exhibit No. 
82.) 
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Q. Handing you Plaintiff’s Exhibit 83 for lden- 
tification, would you please examine that exhibit? 

A. Yes. 

Q. That is part of the records you brought with 
you this [253] morning ? A. Yes, sir. 

Q. And what year is that exhibit concerned 
with ? A. 1952. 

@. Did you check the records to see if there was 
any other checks or supporting vouchers concern- 
ing Joe Palermo for the year 1952 with the Steven- 
son Plywood Corporation? A. I did. 

@. Could you find any additional ones? 

Ex, NO: 

Q. And would your testimony as to Plaintiff’s 
83 concerning the year 1952 be the same for the 
years 1950 and 1951 which you have just testified 
about ? A. Yes. 

@. Now, handing you Plaintiff’s Identification 
84, what is that? 


That covers the year 1953. 

Are those from your corporation? 

Yes. : 
Do you recognize them? A. Yes. 


And who are they made payable to? 
Mr. Joe Palermo. 
And would your testimony, concerning 1953, 
concerning Plaintiff’s 84 be the same as it was con- 
cerning Plaintiff’s [254] 83, concerning 1952? 

A. Yes. 

Q. Did you find any additional checks made pay- 
able to Mr. Joe Palermo during the vear 1953? 


ee a 
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A. No. 

Mr. Bantz: I will offer Plaintiff’s 83 and 84, 
Your Honor. 

Mr. Moore: No objection, Your Honor. 

The Court: Admitted. 


(Whereupon, said documents were admitted 
in evidence as Plaintiff’s Exhibit Nos. 83 and 
84.) 


Q. Mr. Schmid, discussing or referring now to 
the Plaintiff’s Exhibits 81, 82, 83, and 84, which I 
just handed to you and you identified, would you 
please state what all of those checks in there were 
payable to Mr. Palermo for? 

A. For logs that were purchased from Mr. Pa- 
lermo. 

Q. Now, did your company do any other type 
business with Mr. Palermo? A. No. 

Mr. Bantz: You may examine. 


Cross-Examination 
By Mr. Moore: 


Q. How was delivery of the checks to Mr. Pa- 
lermo effected ? [255 | 

A. TI can’t tell you. Some loggers picked their 
checks up and others were mailed out. We had as 
many as 200 loggers in there at the time. 

Q. I beg your pardon? 

A. We had as many as 200 loggers in there in 
different vears. 
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Mr. Bantz: You may be excused. 


(Witness excused. ) 


Mr. Bantz: Your Honor, at this time I would 
ike to request about fifteen to twenty minutes recess 
or us. The next witness is Mr. Paul Simonson and 
have to have him examine some of the records that 
ave just been put in this morning so that he can 
estify to them. I want to have the witness check 
hem before we continue and if you would not object 
t would save us time. 

The Court: I will just recess subject to call, if 
rou will let me know. 


(Whereupon, after recess the following pro- 
ceedings occurred :) 


PAUL SIMONSON 
alled and sworn as a witness on behalf of the Gov- 
rmment, was examined and testified as follows: 


Direct Examination 
3y Mr. Bantz: 


Now, will you state your name, please? [256] 
Paul Simonson. 

And where do you live, Mr. Simonson ? 
Yakima, Washington. 

And how long have you lived here? 

Since 1954. 

Now, what position are you occupied with at 
the present time? 


OPOPOrS 
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A. I ama Special Agent with the Internal Rev- 
enue Service. 

Q. And how long have you been with the In- 
ternal Revenue Service? 

A. Since September, 1948. 

Q. And what does a Special Agent with the In- 
ternal Revenue Service do; what are your duties? 

A. One of our duties is to make income tax in- 
vestigations where fraud is alleged. 

Q. Now, where did you go to college, Mr. Simon- 
son? 

A. Michigan State College and Seattle Univer- 


sity. 
Q. And what subjects—what did you major in 
at school? A. Accounting. 


Q. And are you an accountant? 
A. Yes, sir, 1 am. 
Q. And have you passed the Certified Public Ac- 


countant’s Examination? A. TI have. 
Q. And when did you become a C. P. A.? [257] 
A. In 1950. 
Q. And you are still an active C. P. A.? 
A. Jam not in active practice. 
Q. No. I mean you are still a licensed C. P. A.? 
A. Yes. 
Q. Mr. Simonson, are you familiar with the 


case of United States vs. Joe Palermo? 

A. Yes, I am. 

Q. And what position did you have in relation 
to that case? 
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A. I was a Special Agent for the Internal Rev- 
nue Service investigating Joe Palermo. 

Q. Now, do you recall when you were first 
issigned to this case? A. December 14, 1954. 

@. And were you then a resident of Seattle or 
1ere ? 

A. Iwas a resident of Yakima at that time. 

Q. And where were you employed by the In- 
ernal Revenue prior to your tour at Yakima? 

A. At Seattle, Washington. 

Q. What were you doing at Seattle? 

A. I was a Special Agent in Seattle. 

Q. Have you always been a Special Agent with 
he Internal Revenue? A. I have, yes. 

Q. Now, do you know Mr. Joe Palermo? [258] 

A. I do. 

Q. You have met him, have you? 

A. Yes, I have. 

@. You conducted your portion of the investiga- 
ion of this case, I take it? A. I did, yes. 

Q. Now, did you have, that is in the past did you 
lave a meeting with Mr. Palermo in which you in-: 
pected any records of any kind? 

A. Yes, I did. 

Q. When was that, and where was that? 

A. The first meeting I had with Mr. Palermo 
vas December 28th, 1954, at Goldendale, Washing- 
‘on, in the Internal Revenue office there. 

@). And who was present at that meeting ? 

A. Mrs. Palermo, Mr. Palermo, Mr. Moore, Mr. 
Brown. Mr. Blankenship and mvself. 
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Q. Now, did you inspect any records of Mr. Pa- 
lermo at that time? 

A. We looked at his books. He had them present. 

@. What do you mean by books? 

A. The books where he recorded his receipts 
from the logging business and other information in- 
cluded in his books. 

@. And what years were involved that you were 
looking at, at that time? [259] 

A. I don’t recall what the years were we had at 
that particular meeting but we did have his books 
covering at least a portion of the years we were 
checking. 

@. Now, did you have any other occasion to ex- 
amine the books and records of Mr. Palermo? 

A. JI did, yes, sir. 

Q. Where and when was that? 

A. JI examined the books in Mr. Moore’s office 
here at Yakima, during the year 1955 and about in 
June, 1955, there was several days in June I ex- 
amined those books and later I recall I did not have 
1948 books which he did not have there at one time 
but he did bring those up and I examined those 
later. 

Q. Now, you have then examined the books and 
records from the year 1948 through the indictment 
years of 1950, through 1953? A. I have. 

Q. And did you make yourself a schedule at 
that time of what was included in the books and ree- 
ords? 

A. No, I did not. Mr. Moore furnished Mr. 
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Blankenship with photostats of the records so far as 
sross receipts are concerned and I examined the 
books in Mr. Moore’s office. 

Q. Now, have you examined the photostatic 
copies of books and records given to Mr. Blanken- 
ship ? A. I have. [260] 

Q. And those are the photostats—some of those 
photostats are now in evidence, is that correct? 

A. That is correct. 

Q. Do you have in your possession one of those 
photostats that was given to you? 

There is one that was given for the year 1948. 
And do you have that with you? 

No, I don’t have that with me. 

Or do I have that? 

I don’t have it. You have it. 

Q. I have it? A. Yes. 

Mr. Bantz: Would you mark this for identifica- 
tion ? 

The Clerk: Plaintiff’s 85. 

Q. Mr. Simonson, handing you Plaintiff’s 85, 
would you examine that and tell me if you have seen: 
it before and when? 

A. I have, and this is a photostat of a record 
Which was given to me by Mr. Moore. 

Q. When did you receive it? 

A. On September 14th, 1955. 

Q. What is it alleged to be, or purported to be? 

A. It is a record for receipts for 1948 for Joe 
Palermo and also includes receipts for 47. 

. Mr. Simonson. have vou had a chance to ex- 
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amine the books [261] and records of Mr. Palermo 
as to the year of 1950? A. Yes, I have. 

Q. And you did that through your meetings with 
him and the exhibits that are now in evidence? 

A. Yes. 

Q. Did you have a chance to examine the bank 
records involving the deposits of Mr. Palermo in 
the National Bank of Commerce at White Salmon ? 

A. Yes, I did. 

Q. And when was that? 

A. We examined the deposits in the National 
Bank of Commerce on March 9th and 10th of 1955. 

Q. And are those bank deposit ledgers in evi- 
dence now? A. They are. 

Q. And have you examined them ? 

A. Yes, I have. 

Q. They are one and the same? A. Yes. 

Q. Did you have an opportunity to examine the 
records of the bank in Stevenson for the year of 
1950? A. IT did. 

Q. And do you recall when that was? 

A. It was about March 10th or 11th or in that 
period of time. 

Q. And are those records in evidence now? 

A. Yes, they are. [262] 

Mr. Bantz: May I have Plaintiff’s Exhibits 26 
through 30, please, Mr. Taylor. May I have Ex- 
hibits 71 through 74? 

Q. Mr. Simonson, handing you Plaintiff’s Ex- 
hibit 71, have you seen that before? 

A. Yes, I have. 
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Q. And what is that now? 

A. That is a photostatic copy of Joe Palermo’s 
receipts for the year 1951. 

Q. For 1951? 

A. J mean—I am sorry, I mean 1950. 

The Court: What number is that? 

Mr. Bantz: That is Plaintiff’s Exhibit 71, Your 
Honor. 

The Court: All right. 

Q. Now, handing you Plaintiff’s Exhibit 27 for 
[dentification, have you had an opportunity to ex- 
amine that exhibit? A. Yes, I have. 

Mr. Bantz: And, Mr. Taylor, would vou elip 
that in there, that loose piece of paper? 

Q. Have you had a chance to examine this 
Plaintiff’s exhibit? A. Yes, I have. 

Q. And have you checked that exhibit for identi- 
fication in connection with Plaintiff’s Exhibit 71 
that you have in your hand? A. Yes, I have. 

Mr. Bantz: All right. May I have, Mr. Taylor, 
plaintiff’s [263] Exhibits 3, 4, 5, and 6. 

Q. Now, handing you Plaintiff’s Exhibit 3, 
which is the 1950 income tax return of Mr. Palermo, 
will you just look at that again. Have you had a 
chance to examine that previously ? 

A. Yes, I have. 

Q. Now, Mr. Simonson, have you ever checked 
the figures on Plaintiff’s Exhibit 71 and Plaintiff’s 
Exhibit 27 for Identification and Plaintiff’s Ex- 
hibit 3, which is the 1950 income tax return of Mr. 
Palermo, against each other? 
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A. Yes, I have. 

Q. Just tell me what is the relationship of Plain- 
tiff’s Exhibit 27 for Identification to 71 and 3 that 
have been admitted ? 

Mr. Moore: Your Honor, I don’t think that is 
proper examination for the witness to tell or testify 
as to the contents of an identification that—— 

Mr. Bantz: I am trying to get it admitted on 
the relationship, that is what I am trying to do. 

The Court: I think what counsel is asking him, 
as an accounting expert what from the standpoint 
of accounting and record keeping is the relation be- 
tween them. Is that it? 

Mr. Bantz: Yes; that is right. 

Mr. Moore: I thought he was going to testify as 
to accounting. [264] 

The Court: The relationship between them. 

Mr. Bantz: Yes, the relationship between them. 

A. The Exhibit 27 is work papers of R. J. Bates 
used in the preparation of the income tax return 
which is Plaintiff’s Exhibit 3. 

Q. And what is the relation of 71 to 27 for Iden- 
tification ? 

A. Exhibit 71 is Mr. Palermo’s receipt record 
which were the figures which were obtained to be 
put on Exhibit 27 being the work papers and also 
Hxhibit 3. 

Q. Do the work papers and Exhibit 71 for all 
practical purposes have the same figures ? 

A. The total of the receipts of 71 agree on the 
work papers and on the income tax return. 
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Mr. Bantz: Now, Your Honor, at this time [ am 
soing to offer Plaintiff’s Exhibit 27 for Identifica- 
ion, which was identified by Mr. Bates previously. 

Mr. Moore: Now, Your Honor, I frankly don’t 
yelieve that Plaintiff’s Exhibit 27 for Identification 
1as been properly identified. The witness has testi- 
ied that these are the work papers of Mr. Bates 
mut I don’t think that we know that they are all 
vork papers that were used by Mr. Bates because 
Mr. Bates couldn’t tell us, nor could his son. The 
yapers to all intents and purposes have only been 
dentified as being papers upon which the year 1950 
vas written and which Mr. Bates’ son said con- 
ained his father’s handwriting [265] and somebody 
lse’s handwriting. 

The Court: Is that the year 1950? 

Mr. Moore: Yes, 1950, Your Honor. 

The Court: That is 27, do you mean? 

My. Bantz: Yes, 27 for Identification for the 
rear 1950. 

The Court: Well, I think that that should be 
idmitted. I think they have been sufficiently iden-. 
ified, that is not all of them, and that is subject to 
‘ebuttal or explanation. 

Mr. Bantz: Thank you, Your Honor. 

Q. Would you please examine Plaintiff’s Ex- 
ibit 4, which is the income tax return of 1951 for 
Joe Palermo. Have you reviewed that before, Mr. 
Simonson ? A. Yes, I have. 

@. And you are familiar with it? 

A. Yes, I am familiar with it. 
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Q. Now, Mr. Simonson, handing you Plaintiif’s 

Exhibit 72, have you seen that before? 

Yes, I have. 

And have you reviewed it before? 

Yes, I have. 

And just what is Plaintiff’s Exhibit 72? 
That is the receipt record—that is photostatic 
copy west Mr. Joe Palermo’s receipt record for 1951. 

Q. And where did you receive that? 

A. That was received from Mr. Moore. [266] 

Q. Now, checking Plaintiff’s Exhibit 72 against 
Plaintiff’s 4, can you look and tell whether the fig- 
ures on Plaintiff’s Exhibit 72 appear on Plaintiff’s 
Exhibit 4 as to income? 

A. The amounts recorded on Plaintiff’s Exhibit 
72, the total of those amounts agree with the total 
shown on Exhibit 4, the income tax return. 

Q. For the same year? 

A. For the same year. 

Q. All right. Now, handing you Plaintiff’s Ex- 
hibit 28 for Identification, will you examine that 
please. Now, have you seen that exhibit before? 

A. Yes, I have. 

Q. And have you reviewed that exhibit before? 

A. Yes, I have. 

Q. Now, have you had an opportunity to com- 
pare Plaintiff’s Exhibit 28 for Identification with 
Plaintif€’s Exhibit 72 and Plaintiff’s Exhihit 4? 

A. Yes, I have. 

Q. What is the general comparison hetween 
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Jaintiff’s Exhibit 28 for Identification and Plain- 
iff’s Exhibits 4 and 72? 

A. The total of the figures on Exhibit 72 agrees 
vith the total shown on Exhibit 28 and on Exhibit 
., the income tax return. The totals are all the same 
‘or gross receipts. 

Mr. Bantz: Your Honor, I am going to offer 
>Jaintiff’s [267] Exhibit 28 for Identification that 
vas previously identified by Mr. Bates. 

Mr. Moore: Same objection, Your Honor, im- 
sroperly identified. 

The Court: All right, it will be admitted. 


(Whereupon, said documents were admitted 
in evidence as Plaintiff’s Exhibits Nos. 27 and 
28.) 


Q. Handing you Plaintiff’s Exhibit 5, will you 
olease examine the exhibit? What is it and have 
you seen it before? 

A. This is income tax return of Joe Palermo and 
Bertha Palermo for the year 1952, and I have seen 
it before. 

Q. And have you reviewed it previously ? 

A. Yes, I have. 

Q. Handing you Plaintiff’s Exhibit 73, have you 
seen that Exhibit? A. Yes, I have. 

Q. What is that Exhibit? 

A. That is photostatic copy of receipt record of 
Joe Palermo for the year 1952. 

@. And where did we receive Plaintiff’s Exhibit 
fo? A. From Mr. Meere. 
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Q. And that alleges to be the receipts for the 
year 1952? A. Yes, sir. [268] 

Q. Handing you Plaintiff’s Exhibit 29 for Iden- 
tification, would you please examine Exhibit 29. 
Have you seen Plaintiff’s Exhibit 29 for Identifi- 
cation before, Mr. Simonson ? 

A. Yes, I have. 

Q. Have you had an opportunity to examine 
Plaintiff’s Exhibit 29 for Identification along with 
Plaintiff’s Exhibit 73 and Plaintiff’s Exhibit 5? 

A. I have. 

Q. And how does Plaintiff’s Exhibit—Is that 
28? A. 29. 

Q. 29 compare with Plaintiff’s Exhibit 73 and 
Plaintiff’s Exhibit 5? 

A. The gross receipts figure on all these three 
are exactly the same. 

Q. And are all for the same year? 

A. Yes, all for the same year. 

Q. And all for Mr. Palermo? 

A. Yes, all for Mr. Palermo. 

Mr. Bantz: Your Honor, at this time I will 
offer in evidence Plaintiff’s Exhibit 29. 

Mr. Moore: Same objection, insufficient identifi- 
cation. 

The Court: Admitted. That is for the year 1952? 

Mr. Bantz: That is for the year 1952. 


(Whereupon, said document was [269] ad- 
mitted in evidence as Plaintiff’s Exhibit No. 
29.) 
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Q. Mr. Simonson, handing you Plaintiff’s Ex- 
uibit 6, will you please see if you have seen it be- 
‘ore and state what it is and if you are familiar 
vith it? 

A. This is income tax return for the year 1953 
f Joe and Bertha Palermo. I have seen it before 
nd [ have had a chance to look it over. 

Q. Handing you Plaintiff’s Exhibit 74, will you 
lease examine that and state what it is? 

A. This is photostatic copy of receipts record of 
joe Palermo for the year 1953. 

And where did you see that previously ? 
Well 
Or where did you get it? 

Mr. Moore gave it to us. 

To you or Mr. Blankenship ? 

Yes, to Mr. Blankenship. 

Were you present at that time? 

No, I wasn’t. 

Have you had an opportunity to review it 
vhile it has been in evidence ? A. Yes. 

Q. Handing you Plaintiff’s Exhibit 30 for Iden-. 
ification, have you seen Plaintiff’s Exhibit 30 for 
dentification [270] before? A. Yes. 

Q. And have you had a chance to check it over? 
A. Yes, I have. 

Q. Now, Mr. Simonson, have you had an oppor- 
unity to examine Plaintiff’s Exhibit 30 for Iden- 
ification in connection with Plaintiff’s Exhibit 74 


ind Plantiff’s Exhibit 6? A. Yes, T have. 
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Q. And how does the Plaintiff’s Exhibit 30 for 
Identification compare with Plaintiff’s Exhibits 6 
and 74? 

A. The figure for gross receipts on Exhibits 30 
and 74 is exactly the same. However, on the income 
tax return, Exhibit 6, where Exhibits 30 and 74 
show seventy-three cents at the end of gross re- 
ceipts, Exhibit 6 shows seventy-two cents. 

Q. In other words, on Plaintiff’s Exhibit 6 it 


reads $102,901.72? A. Yes. 
Q. And what does it read then on Plaintiff’s 
Exhibit 30? A. $102,901.73. 


Q. Does it appear to be the same item? 

A. Yes. 

Mr. Bantz: Your Honor, I offer Identification 
30 in evidence. 

Mr. Moore: Same objection, insufficient identi- 
fication. 

Mr. Bantz: Your Honor, I offer it in [271] evi- 
dence. 

The Court: Will counsel step up to the bench 
with the exhibit. 


(Whereupon, the following proceedings oc- 
curred at bench.) 


The Court: This is supposed to be Bates’ work 
sheet ? 

Mr. Bantz: That is what he testified he got from 
Palermo. 

The Court: Oh, I see. 
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Mr. Bantz: And here are his books and records. 

Mr. Moore: He couldn’t even see. 

The Court: The boy testified that it wasn’t even 
in his father’s handwriting. 

Mr. Bantz: He testified that he got the papers 
that he wrote up the income tax from Palermo and 
that the figure on here coincides with the figure on 
the income tax return. 

The Court: J think that he testified that this 
1953 was his handwriting. 

Mr. Bantz: Yes. 

The Court: He seemed to be able to see better 
with his glasses off. The reason I was doubtful 
about it, the boy didn’t identify it. 

Mr. Bantz: But he did, the father. He testified 
shat he received 753 from Joe Palermo. 

The Court: Yes, all right. It will be admitted. 


(Whereupon, the following proceeding oc- 
eurred in open court.) 


The Court: It will be admitted. 30 [272] 


(Whereupon, said document was admitted in. 
evidence as Plaintiff’s Exhibit No. 30.) 


Q. Mr. Simonson, handing you Plaintiff’s Ex- 
ubit 85, will you state if you have seen that before? 

A. Yes, I have. 

Q. And what is that? 

A. That is a photostat of a receipt record for 
the year 1948, and including 1947, of Joe Palermo. 
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Q. All right, handing you Plaintift’s Exhibit 2, 
have you examined Plaintiff’s Exhibit 2 before? 

A. Yes, I have. 

Q. And what is Plaintiff’s Exhibit 2? 

A. Plaintiff’s Exhibit 2 is an income tax return 
for the year 1949, of Joe and Bertha Palermo. 

Q. And handing you Plaintiff’s Exhibit 26 for 
Identification, have you had an opportunity to ex- 
amine that? A. Yes, I have. 

Q. And what—— 

A. These are work sheets 

Q. No, just a minute. Have you had an oppor- 
tunity to compare Plaintiff’s Exhibit 26 in connec- 
tion with Plaintiff’s Exhibits 2 and 85? 

Mr. Bantz: Excuse me, just a moment, Your 
Honor. 

The Court: Yes. [273] 

Mr. Bantz: May I have Plaintiff’s Exmbit 70. 
IT got the wrong one. 

Q. Handing you Plaintiff’s Exhibit 70, have you 
seen that exhibit before? A. Yes, I have. 

Q. And what is that exhibit? 

A. That is photostatic copy of Joe Palermo’s 
receipts record for the year 1949. 

Q. Now, have you had a chance to compare 
Plaintiff’s Exhibit 70. Plaintiff’s Exhibit 2 and 
Plaintiff’s Exhibit for Identification No. 26? 

A. Yes, I have. 

Q. And what is the comparison? 

A. The total receipts—the total figure for re- 
ceipts shown on each one of those is the same, the 
total. 
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Q. Now, Plaintiff’s Exhibit 70 was the receipts 
of Palermo ? A. For the year 1949. 

Q. They match the others? A. Yes. 

Mr. Bantz: Your Honor, at this time I would 
like to offer in evidence Plaintiff’s 26 which is for 
the year 1949, not for the purpose of the indictment 
out to show the general trend and scheme of han- 
lling books on prior years and with that limited un- 
lerstanding. 

Mr. Moore: Your Honor, I don’t think—— 

The Court: I [274] will ask the jury to step out 
ror a moment. 


(Whereupon, the following procecdines vc- 
eurred in the absence of the jury.) 


Mr. Bantz: I just want to put in evidence for 
he year 1949 to show that there were similar acts 
r transactions for prior years, and in this particu- 
ar case he handled it with Mr. Bates the same way 
hat he handled it in 1950, 1951, ’52 and ’53. We 
vould show the same in 1949. 

The Court: You propose to show understate-. 
nent of income tax for the year 1949? 

Mr. Bantz: T do, yes. 

The Court: Are vou going back of that? 

Mr. Bantz: Well, T have 1948 but I don’t have 
he work sheets of Mr. Bates, and T don’t propose 
0 go back of that for that reason. T waited until 
got all of the evidence in here and there is some 
ndieation that T could get some in but | think, vour 
Tonor, T am going to stay within 1949 for that pay- 
icular item. 
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The Court: You said you were going to use net 
worth at present. Actually you used both of them, 
net receipts for these particular items not included 
in the returns and the net worth, too, is that it? 

Mr. Bantz: Well, I will state that, Your Honor, 
the net worth used we are going to assume that the 
net worth which [275] defendant made up doesn’t 
vary much from being correct, and it is in the files 
and we have an affidavit—— 

The Court: You are going to have that? 

Mr. Bantz: Well, it is offered to us by his at- 
torney under power of attorney and we have it. 
And I might make an offer of proof as to what may 
be testified to at this time and that is that our ac- 
countants will agree that it is correct, that is in all 
major phases of it. There may be a dollar or two 
difference. 

The Court: The point I was getting at: When 
was the beginning of the net worth computations? 

Mr. Bantz: We are going to have to go into 
1948 a little bit to make this work. 

The Court: The reason 1 was asking that—I 
will ask Mr. Moore. The reason that I asked, the 
Government can’t start on the first day of the in- 
dictment. They are permitted to go back a reason- 
able time and a reasonable time is considered to be 
a number of years, and carry it down. Of course, 
that wouldn’t permit the introduction after the be- 
ginning date of the net worth computations. It 
wouldn’t permit the introduction of net worth re- 
ceipts and disbursements. I don’t think it would 
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nake admissible the prior income tax returns for 
rior years. However, if you claim that there was 
1 similar method of operation and that there was 
inderstatement in prior years, then the prior years 
yecome [276] admissible for the purpose of bearing 
m the intent or wilfulness or guilty knowledge, and 
| think that that is the way that courts have in- 
structed when it has been in the income tax cases. 
[t was in the Bales case and it was affirmed by the 
Sireuit Court of Appeals. I think that can be used. 
What is your position, Mr. Moore? 

Mr. Moore: Well, first of all, I again must urge 
hat Plaintiff’s 26 has not been properly identified, 
that Mr. Simonson has added only that he looked at 
chree sheets of paper and he advised that the 
»ross—what appears to be the gross is the same. 

The Court: Do you still claim that as to 26 that 
Mr. Bates, Senior, said he got that from Mr. Joe 
Palermo ? 

Mr. Bantz: Yes, I do. 

The Court: J don’t know whether it shows that. 

Mr. Moore: I don’t think that Mr. Bates, Senior,. 
said anything more than: ‘‘There’s some papers 
and T can’t read them.’’ And he testified generally 
that Mr. Palermo brought some papers to him for 
his use in preparing Mr. Palermo’s tax returns, 
but I don’t think that he ever testified that 26 for 
Identification were the papers that Mr. Palermo 
brought or that they were the papers that he used 
to prepare Mr. Palermo’s tax returns, any more 
than he did the rest of these. 
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Mr. Bantz: Well, I think he said that it was 
taken down from the discussion with Mr. Palermo, 
so that they were his [277] notes. Now, I am not 
saying that they can’t cross-examine but as to the 
gross income he testified that he got that mforma- 
tion from Mr. Palermo’s receipts, from the papers 
he received from Mr. Palermo and if he did not get 
the papers he wrote it down from what was said, 
and certainly you can’t get any more positive iden- 
tification. That was information from Mr. Palermo 
and certainly you can’t get anything more positive 
than that. 

Mr. Moore: May I say one word? 

The Court: Yes. 

Mr. Moore: I think that the identification of 
these papers, Plaintiff’s 27, 28, 29, and 30 is simi- 
lar to having his son get on the stand and look at 
those papers and say: ‘‘That is my father’s hand- 
writing,’’ and fold them up and seal them, because 
Mr. Bates didn’t see them. 

The Court: His eyesight wasn’t that bad. The 
figures were his figures although he wasn’t able to 
identify it entirely. Wasn’t he the witness who took 
his glasses off? 

Mr. Bantz: No, there was another witness that 
took his glasses off. 

The Court: If I remember right, he did look and 
say: ‘53 is my handwriting.” 

Mr. Moore: Then, I can make one more objec- 
tion and I will be through. 
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The Court: Yes. [278] 

Mr. Moore: The Government contends that they 
ntend to introduce all of these for the purpose of 
roving a pattern which is another statement for 
howing intent. As I remember the cases, Your 
tonor, the cases require with reference to the proof 
£ intent there must not merely be understatement 
yf income tax nor must there be understatement of 
ncome for one year but there must be a consistent 
yattern, and when they say consistent pattern I 
hink they mean exactly what they say, that there 
nust be some consistent pattern to the under report- 
ng, and I see that there is nothing here to show 
hat with the prior year and the years of 50, ’51, 
02, and ’53 there is a consistent pattern. 

Mr. Bantz: Of course, Your Honor, we are go- 
ng to be out of court if we can’t show that there is 
. pattern from 1948 to 1953 in withholding checks 
ind not putting them on his books, and that is what 
1e was doing. We are showing net worth all along 
yecause they came up with net worth and it sub- 
tantiates our position, but we are certainly going. 
0 prove that in. 1948 there were checks that weren’t 
‘ecorded, and that he didn’t turn into his income 
ax returns and were not in the books there and that 
s what I am trying to show here. 

The Court: Well, I don’t think that the pattern 
1as to be an elaborate pattern. 

Mr. Bantz: No. [279] 

The Court: And, of course, the Government 
ant prove all of its case at one time. Thev have 
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to start somewhere with these documents, and if you 
propose what you are going to show I am going to 
admit the evidence, and if you don’t follow it out 
the best I can do is grant a motion to strike it and 
the jury disregard it. I think if you can state what 
you propose that you should be permitted to show 
that. As I understand it, you are not going beyond 
this at this time? 

Mr. Bantz: Well, we got some checks and we are 
going on only to prove one matter on it, and we 
are going to prove what was identified and what can 
be identified by the witness on the stand, and I am 
going to stay right here in the courtroom and I am 
not going to get out of here and not show any other 
previous time. 

The Court: If you wish, Mr. Moore, the record 
may show that you object to all of this as prior to 
the indictment time. 

Mr. Moore: Yes, I think I better get up and ob- 
ject. 

The Court: Yes. By showing the prior transac- 
tions in prior years the record may show your ob- 
jection without your repeating it each time a ques- 
tion is asked. All right, if you will bring in the 
jury. 

(Whereupon, the following proceedings oc- 
curred in the presence of the jury.) [280] 


he Court: Now, ladies and gentlemen of the 
jury, there has been offered here, as you recall be- 
fore you were sent out to the jury room, there was 
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offered some documents which pertained to the cal- 
endar tax year of 1949. I call your attention to the 
fact that the four counts of the indictment cover the 
fax years which are the calendar years of 1950 
through 1953, inclusive. Now, those are the only 
years on which the defendant is charged in this in- 
lictment with attempting to evade income tax by 
making false and fraudulent returns. The evidence 
shat is offered is for the year 1949, the prior year, the 
year prior to the first year in the indictment which is 
mnly offered for the limited purpose, and that is 
the United States Attorney is endeavoring to show 
hat there was not only understatement of income 
ax for the prior year 1949, but that it was in ac- 
cordance with the same plan and scheme for other 
rears, and by that evidence he hopes to give some 
consideration of the intent as far as the guilty 
cnowledge when it was made for the prior vear. 
Now, it is only for the purpose of bearing on the 
vilfullness, as I will define that to you in my in- 
tructions, and it is not any evidence that he com- 
nitted the offenses charged in the indictment. It. 
nly goes to the intent. All right, you may proceed. 

Mr. Bantz: I will offer 26 into evidence. 

The Court: It will be admitted now. Which one 
id [281] you offer now? 

her. Bantz: 20. 

The Court: 70 is not in yet, according to my 
iotes. 

Mr. Bantz: Yes, that’s right. And T am goine to 
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offer, well, I have already made an offer on 2 and 
70, Your Honor. 

The Court: Well, let me see, 26 will be admitted. 
You offered that, didn’t you? 

Mr. Bantz: Yes. 

The Court: And then 2? 

Mr. Bantz: Yes. 

The Court: And 2 will be admitted and 70. The 
record will show the objections. 


(Whereupon, said documents were admitted 
in evidence as Plaintiff’s Exhibits Nos. 26, 2, 
and 70.) 


Mr. Bantz: May I have 66 and 67. 

Q. Mr. Simonson, did you have an opportunity 
to check the records of Mr. Zunke as to the checks 
he put in evidence or that he testified about? 

A. Yes, I have. 

Mr. Bantz: Now, Mr. Taylor, let me have Ex- 
hibits 12 and 16, would you. 

The Court: Both in evidence? 

Mr. Bantz: They are, Your Honor. [282] 

@. Handing you Plaintiff’s Exhibit 12 and 
Plaintiff’s Exhibit 16, Mr. Simonson, have you had 
the chance to review those previously ? 


A. J have. 
Q. And have you examined them as to the de- 
posits of Mr. Zunke? A. Yes, I have. 


Q. Did you examine the books of Mr. Palermo 
for the year of 1950 to see if he had recorded the 
money he received from Mr. Zunke? 
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oe 6 did. 

Q. And what did those books and records show ? 

A. Mr. Zunke testified that three deposits, one 
lated June 29, 1950, for $753.46, one dated Septem- 
yer 27, 1950, for $789.37, and one dated November 
[6th, 1950, in the amount of $1677.32 were paid to 
Joe Palermo for logs. I compared those payments 
wd deposits with the record book in Exhibit 71 
und none of those three payments were recorded on 
che books of Joe Palermo. 

Q. Mr. Simonson, were the deposits that we are 
talking about there, or the checks that we are talk- 
ing about there deposited in the bank? 

A. They were. 

Q. And what bank were they deposited in? 

A. Check for $753.46 was deposited in the Bank 
of Stevenson, [283] and the other two checks were 
deposited at the National Bank of Commerce or Se- 
curity State Bank at that time in White Salmon. 

Mr. Bantz: May counsel approach the bench, 
Your Honor, for a moment? 

The Court: Yes, all right. 


(Whereupon, the following proceedings oc- 
curred at the bench, away from hearing of the 
jury.) 


Mr. Bantz: Your Honor, I am sorry I didn’t 
take this up at the time the jury was out. We are 
going to go down through each of these fellows that 
have testified and put in the present compiled list, 
Your Honor. I don’t want to identifV these sep- 
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arately if I can avoid it. I am willing to do it, and 
they are separate items. Can I wait and have a dis- 
cussion about it and clip them together and offer 
them as one exhibit and show the compilation ? 

The Court: Is this the accounting summary ? 

Mr. Bantz: This is my copy of the summary. 

The Court: Made by the witness? 

Mr. Bantz: Yes. 

The Court: That is evidentiary material? 

Mr. Bantz: Yes, that is. 

The Court: If Mr. Moore has no objection, cer- 
tainly I haven’t. 

Mr. Bantz: I just want to be sure, and I will 
go over [284] each one. 

The Court: Your point is that it would be less 
confusing if they were all together instead of hav- 
ing separate sheets? 

Mr. Bantz: This is what is testified to, I mean 
this is a total summary of these here. 

The Court: This is a recapitulation? 

Mr. Bantz: That is right. 

The Court: Oh, I see. Well, I have no objection. 
Of course, counsel should be given an opportunity to 
object in detail if he wants to. 

Mr. Moore: When he introduces it. 

The Court: Yes, when he introduces it, of 
course. 

(Whereupon, the following proceedings oc- 
curred in open court before the jury.) 


Q. Now, Mr. Simonson, did you for the vear 
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[950 examine the books and records of Mr. Palermo 
is to receipts from Mr. Ackley of Bingen, Wash- 
ngton ? A. I did. 

@. And did you compare them—or check the de- 
90sit slips in the bank or the ledger sheets in the 
yank with the checks paid to Mr. Palermo by Mr. 
Ackley ? A. Yes, I did. 

Q. Now, did you check and see what checks were 
-ecorded or the record of checks recorded in the 
»00ks and records of [285] Mr. Palermo from Mr. 
Ackley in the year 1950? A. Yes, I did. 

@. And how many checks were there recorded 
n the books? A. Hleven checks. 

Q. And were there any checks not recorded in 
1is books and records? 

A. There was a check of April 20, 1950, in the 
umount of $1,593.71 not recorded on the books. 
[There was a check as of June 20, 1950, in the 
amount of $3,475.14 not recorded on the books. 
There was a check dated December 5th, 1950, for 
$516.40, which was recorded on the book. On Au- 
rust 7th, 1950, Mr. Palermo—Mr. Ackley’s check in. 
the amount of $2,612.10 was received by Mr. Pa- 
lermo and he recorded it on his book at approxi- 
mately of that date, received from Mr. Ackley $2,- 
471.10 or $141.00 less than the actual check. The 
total there is $5,726.25 which I did not find recorded 
on the book. 

Q. All right, were the checks which you have 
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discussed previously for the year 1950 received 
from Mr. Ackley by Mr. Palermo deposited in the 
bank? A. Yes, they were. 

Q. And which bank were they deposited in? 

A. They were deposited either at the National 
Bank of Commerce, White Salmon, or the Bank of 
Stevenson. 

Q. Now, Mr. Simonson, did you have an oppor- 
tunity to examine [286] the records of Mr. Palermo, 
his books and records as to receipts he received for 
the year 1950 from Stevenson Plywood Corpora- 
tion ? A. Yes, I did. 

Q. Now, would you just state what checks were 
recorded in the books and records of Mr. Palermo 
from Stevenson Plywood Corporation, and what 
checks were not recorded in the books and records? 

A. I found fifteen payments recorded in the 
book. I found April 10, 1950, there is a check for 
$465.08 not recorded on the book. On July LOth, 
1950, there was a payment—— 

Q. Just a moment, I am asking you about Ste- 
venson Plywood Corporation. I shifted one sheet, I 
am sorry. Stevenson Plywood Corporation, would 
you let me know how many checks were recorded 
in his books and records and how many were not re- 
corded ? 

A. There were five checks recorded, and on 
July—August 31, 1950, there was a check in the 
amount of $2,612.63 not recorded on the book, and a 
check of October 31, 1950, for $739.12 not recorded 
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on the book, a total of $3,351.75 not recorded on the 
books. 

Q. How much was recorded on the books? 

A. $8,361.49. 

Q. And were the checks deposited at the bank? 

A. Yes, they were. [287] 

Q. All right, now, referring to the receipts of 
Mr. Palermo for the year 1950, in connection with 
the McCormick Lumber Company. Did you have an 
opportunity to review the receipts given to Mr. Pa- 
lermo from McCormick Lumber Company against 
his books and records, did you have that opportu- 
nity ? A. Yes, I did. 

Q. Now, did you find any of the checks recorded 
in the books? A. Yes, I did. 

Q. And, all right, did you find any not recorded 
on the books? A. Yes, I did. 

Q. And did you find the checks deposited in the 
bank ? 

A. They were all in the year 1951, except for 
one payment indicated on the McCormick record 
for $19.71, they were all deposited to the National 
Bank of Commerce at White Salmon or the Bank 
of Stevenson. 

Q. You are talking about the year 19502 

A. Yes, the year 1950. 

Q. Now, how many checks were recorded in his 
books and records from McCormick ? 

A. There were fifteen payments recorded in the 
books and records from McCormick Lumber Com- 
pany. 
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Q. All right, how many checks were not re- 
corded ? 

A. There was four checks I saw not recorded 
at all in the books. However, I would like to ex- 
plain that, sir. [288] 

Q. All right. 

A. Mr. Palermo showed recorded in his books a 
payment of $1,584.00, a payment of $1,200.00 for 
which I could not find a check for McCormick. I did 
find that on April 10 there was a check for $465.08 
not. recorded on the books; July 10, 1950, a pay- 
ment of $19.71 not recorded on the _ book; 
on August 25, 1950, payment for $2,632.68 not re- 
corded on the book, and on November 25, 1950, a 
check for $2,405.76 not recorded on the book. The 
total amounts including differences between the 
checks and the book showed $3,214.40 not recorded 
on the books. 

Q. The $3,214.40 you are talking about does not 
include the checks that you gave him credit for as 
you have testified about? 

A. I credited those payments against the checks 
which I could not find recorded on the books. 

Q. All right. Now, referring to Mr. Palermo 
again and his books and records of 1950, did you 
have an opportunity to check them against the rec- 
ord of Joe Courtney as to checks that have been 
paid by Mr. Courtney to Mr. Palermo? 

A. Yes, I did. 
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Q. Did you find some that were recorded in his 
various books and records? 

A. I found two in the year 1950 from Joe 
Jourtney were recorded on his records. [289] 

Q. And how much did that total? 

A. $889.46. 

Q. And did you find any not recorded in his 
y00ks and records? 

A. I found three not recorded in his books and 
-ecords. 

@. And how much did that amount to? 

A. $1,542.60. 

Q. Did you find any of those checks deposited at 
he bank ? 

A. I found two of these checks deposited in 
he bank. 

@. And did you find any not deposited in the 
yank ? 

A. I found that there were three payments 
vhich were not shown in the bank records. How- 
ver, one payment is for $933.00 which was a credit 
yn a truck which Mr. Courtney testified about. 

Q. All right, that was testified about? 

A. Yes. 

Mr. Bantz: Do you want me to start with an- 
ther one, Your Honor? 

The Court: No, I think we may as well adjourn. 
Ve will now recess until one-thirty this afternoon. 


Thursday, July 25, 1957—1:30 o’Cloek P.M. 


The Court: All right, proceed. 
Q. Mr. Simonson, I believe when we recessed 
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that we finished with McCormick Lumber [290] 
Company ? A. No, with Joe Courtney. 

Q. Yes, Joe Courtney. Now, did you have an op- 
portunity to examine Mr. Palermo’s records in the 
evidence that is now in the case in connection with 
the receipts received by Mr. Palermo from the Mt. 
Adams Loggers Association ? A. Ide 

Q. For the year 1950? A. 1950. 

Q. How many checks were received that year 
from the Mt. Adams Loggers Association ? 

A. Six checks. 

Q. And how many checks were recorded in his 
books and records? 

A. I found three checks which were marked 
“‘Kingley’’? in Mr. Palermo’s record which approx- 
imated that amount shown in the Mt. Adams Asso- 
ciation. 

Q. What did you say they were marked? 

A. In his books they were marked ‘‘Kingley.”’ 

Q. Mr. Kingley was the signator of some checks 
from Mt. Adams; wasn’t Kingley the man who 
signed some checks from Mt. Adams in 1950? 

A. I don’t know, sir. 

Q. Now, were there any checks from the Mt. 
Adams Association not recorded in his books and 
records ? A. There were three. [291] 

Q. What were they? 

A. It was October 18, $218.23, and October 24, 
$186.39, and one on November 20th, 1950, for 
$194.60. 


United States of America 209 


(Testimony of Paul Simonson.) 

Q. Now, how many checks for the year 1950 
were deposited in the bank which in accordance 
with the records were from the Mt. Adams Loggers 
Association ? 

A. Three of those checks were deposited in the 
bank. 

@. How many were not deposited in the bank? 

A. I did not find three checks deposited in the 
bank. 

Q. Now, turning to the year 1950, with Mr. Pa- 
lermo and the 8. D. S. Lumber Company, did you 
have an. opportunity to check his records against 
the records now in evidence in this court? 

A. Yes, I did. 

@. And did you find that there were any checks 
recorded in his books or records from the S. D. S. 
Lumber Company ? 

A. I found a payment recorded in the book in 
the amount of $900.00 from S. D. S. Lumber Com- 
pany in 1950, one payment. 

Q. And did you find any not recorded in the 
000k ? 

A. A check from 8. D. 8. Lumber Company in 
August 5, 1950, in the amount of $148.58 wasn’t 
recorded in the book. However, may I make an ex- 
planation, sir? 

Q. You bet, or yes, sir. 

A. There was a $900.00 item recorded on Pa- 
ermo’s books for which I don’t find in the evidence 
that S. D. S. Company [292] issued him any cheeks, 
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Q. Well, then, what was the total then of not 
recorded in the books? 

A. Reflecting a credit for the $900.00 total indi- 
cating that as far as the S. D. S. Lumber Company 
there was an overstatement of income reported of 
$751.42. 

Q. And on your statement there you show that 
by a parenthesis, the $751.42? 


A. Yes, I did. 

Q. Under the heading, ‘‘Not Recorded in 
Book’’? A Yiesreledo. 

Q. Now, did you find any checks deposited in 
the bank? A. No, I did not. 


Q. And were any not deposited in the bank? 

A. A Check for $148.58 I did not find deposited 
in. the bank. 

Q. Now, Mr. Simonson, I believe Exhibit 16 is 
the deposits in the Security State Bank at White 
Salmon, and did you make a compiled list of the 
checks from Exhibit 16 for the year of 1950 insofar 
as the ledger sheets—I mean the deposit slips were 
concerned for Joe Palermo? A. Yes, I did. 

Q. And you have entitled it ‘‘Total Deposit’ 
and ‘‘Identified as Income’’ or “‘ Non-Income or Un- 
identified,’’ is that correct? A. Yes. [293] 

Q. What do you mean by the words ‘‘Identified 
as Income’’? 

A. We have in evidence checks which have been 
put in evidence and those checks have been identi- 
fied bv the witnesses as pavment for logs or for othe? 
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services and those are the checks that I have identi- 
fied as income. 

@. And then there is the heading ‘‘ Non-Income 
or Unidentified.’” What do you mean by that? 

A. Those are items on deposit for which there 
is no checks in evidence or the item wasn’t income 
for some reason. We have not identified it as in- 
come in this particular case. 

Q. Now, I notice at the top left-hand side is the 
date January 12, 1940, on my slip which I have 
erased and put ‘°50.’’ 1950. Is that a typographical 
error ? A. Yes, it is a typographical error. 

Q. And have you changed your copy accord- 
ingly ? 

A. I have changed that in pencil on my copy. 

Q. Now, what were the total deposits at the Se- 
curity State Bank for the year 19502 

A. The total deposits for the year 1950 in the 
Security State Bank, $37,204.46. 

@. And how much was identified as income of 


the total amount? A. $36,217.76. 
Q. And then there was some of it ‘‘Non-Income 
or Unidentified’’? A. $986.70. [294] 


Q. Now, did you review the bank deposits as 
to the Bank of Stevenson for the year 1950 in con- 
nection with Mr. Palermo? A. Yes, I did. 

@. And did you make a summary of that? 

A. A similar summary to the other one, yes, 
Siy. 

Q. Now, for the Bank of Stevenson for the year 
1950, what were the total deposits? 


258 Joe Palermo vs. 


(Testimony of Paul Simonson.) 

A. $49,496.56. 

Q. And what was the total amount ‘Identified 
as Income’’? What is the total amount from the 
exhibits on this trial? 

A. Bank of Stevenson, $44,226.44. 

Q. What is the ‘‘Non-Income or Unidentified’’? 

A. $4,270.01. 

Q. And now what is the total bank deposits 
shown for the two banks, the Security State Bank 
and the Bank of Stevenson? 

A. Total deposit of the two banks is $86,700.91. 

Q. And what is ‘‘Identified as Income’’? 

A. $80,444.20. 

Q. And how much is ‘“‘Non-Income or Unidenti- 
fied’’? “A. $6,256.71. 

Q. Now, Mr. Simonson, did you make such a 
summary of all of the receipts for the year 1950 for 
Mr. Palermo, in accordance with the evidence ad- 
mitted and recorded—that has been recorded in his 
books and records and that has not [295] been re- 
corded in his books and records as well as being de- 
posited in the bank or not deposited in the bank? 

AS Pedi: 

Q. Now, for the year of 1950, then, would you 
state what the total amount of deposits—no, the 
total amount recorded in the books and records of 


Mr. Palermo? A. $66,090.94. 
Q. Now, will you state the amount not recorded 
in the hooks? A. $16,873.70. 


Q. And what are the total amount of deposits? 
A. $80,444.20. 


United States of America 259 


‘Testimony of Paul Simonson.) 

Q. And what is the total amount not deposited? 

A. $2,520.44. 

Q. Now, did you make a total summary of how 
many checks he received during the course of the 
year? A. Yes, I did. 

Q. And what is the total? 

A. There is a total of sixty-two checks. 

Q. And how are those checks broken down? 

A. We show checks for income 53, and non-in- 
come or unidentified checks, nine checks. 

Q. And how many checks were recorded in his 
books ? 

A. Thirty-six—no, thirty-seven of the income 
checks. 

Q. And how many were not recorded in his 
books ? A. Sixteen. [296] 

Q. And how many checks were deposited ? 

A. Forty-five checks. 

Q. And how many were not deposited? 

A. Eight checks. 

Q. Now, I believe, Mr. Simonson, that at the 
bottom or the top of each of the pages in either your. 
handwriting or in somebody else’s handwriting 
you have put the number of the exhibit pertaining 
to what you have testified about? 
me | ihave, yes. 

Q. That is indicated on each page? 

A. Yes. 

Mr. Bantz: Would you clip those pages to- 
gether? 

The Clerk: As one exhibit? 
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Mr. Bantz: Yes, as one exhibit. 

The Clerk: Plaintiff’s 86. 

Q. Now, Mr. Simonson, handing you Plaintift’s 
Exhibit 86 for Identification, let me ask you now, 
that is the summary sheets that you have been 
working with and reading from while we have been 
discussing the income from Mr. Palermo for the 
year 1950, from the evidence that has been pro- 
duced here in court? A. That is right. 

@. And does that cover a complete summary of 
receipts insofar as you can tell by reviewing all of 
the evidence? A. That is right. [297] 

Q. Does it show the amounts that have been re- 
ceived, the amounts recorded in his books and rec- 
ords, the amounts not recorded, the amounts de- 
posited and the amounts not deposited individually 
by accounts and as a total summary ? 

A. That is right. 

Mr. Bantz: Your Honor, at this time I am going 
to offer Plaintiff’s 86 into evidence. I might say 
that I have—oh, no, I have one more—May I ask a 
couple more questions ? 

Q. Mr. Simonson, you have made up an original 
copy of what you have handed me as Plaintiff’s Ex- 
hibit. 86? A. Yes. 


Q. Where is the original? A. You have it. 
Q. Is there any difference between the original 
and the copy, to your knowledge? A. No. 


Q. Do you mean as to the figures? 
A. Except for the originals which I have orig- 
inally prepared, T had different headings on those 
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und these numbers, and exhibit number to make 
ny report on that. 

Q. Let me ask you, by pointing out on Plain- 
iff’s Exhibit 86, your original would be exactly 
he same except it had your identifying marks on 
t? A. Yes. 

@. Has your own and Internal Revenue exhibit 
iumber? [298] A. That’s right. 

Q. And it had a heading of some other type on 
t? A. Yes. 

Q. Was there any change in the exact figures 
resented on this exact summary ? 

A. No. No, except for possibly typographical 
rrors in transcribing. 

Q. Yes. 

Mr. Bantz: I will now offer it in evidence, your 
Jonor, aud I am prepared to turn over to the de- 
endant a copy of it also with the understanding 
hat it is a copy of the original of which T am will- 
ng to have him compare at any time afterward that 
ie desires to compare it with the figures that I have. 
-would have put in the other but there was a memo 
n. there which I couldn’t feel was material to the 
ase. 

The Court: TI see. 

Mr. Moore. Is it all right, Your Honor, if we 
lave just a little bit of time to examine it? 

The Court: Yes. 

Mr. Bantz: Is it agreeable that I proceed with 
he next year while you are examining this one? 

Mr. Moore: Yes. 
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Mr. Bantz: Because I assume your accountant 
is going to examine it. 

Mr. Moore: Yes, all right, fine. [299] 

Q. Mr. Simonson, now referring to the year of 
1951, do you have in front of you a summary sheet 
as we just have discussed for the year of 1950? 

A. I do. 

Q. I will at this time identify it. A. Yes. 

Mr. Bantz: Mark it for identification, please. 
Will you clip the two together? Would you excuse 
us just a moment, Your Honor? 

The Court: Yes. That is Plaintiff’s 87. 

Q. Mr. Simonson, for the year of 1951 did you 
compile from the evidence in this trial a summary 
for the deposits of Mr.—or for the gross income of 
Mr. Palermo as to being recorded in his books and 
records and not being recorded in his books and rec- 
ords, as well as the deposits in the bank and not be- 
ing deposited in the bank for the following individ- 
uals or firms: Cecil C. Nichols, Stevenson Plywood, 
Mt. Adams Loggers Association, McCormick Lum- 
ber Company, C. O. Ackley; and then the deposits 
in the two banks that we have been talking about? 

A. I did. 

Q. Now, referring to a summary that you made 
in connection with Mr. Cecil Nichols for the year 
1951, how many checks were received by Mr. Pa- 
lermo during that year? A. Three. [300] 

Q. How many checks were recorded in his books 
and records ? A. Nome: 
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Q. And how many were not recorded in his 
ooks and records? 

A. Three checks were not recorded. 

Q@. What was the total amount of checks not re- 
orded ? A. $445.85. 

@. And how many were deposited im the bank? 

A. There were two checks that were deposited in 
he bank. 

Q. And how many were not deposited in the 
yank ? 

A. I found one check wasn’t deposited in the 
yank. 

Q. Now, referring still to 1951, and as to Steven- 
on Plywood Company, did you find any checks— 
iow many checks did you find that had been paid to 
fv. Palermo by Stevenson Plywood ? 

A. I found five checks. 

Q. How many were recorded in his books? 

A. One check was recorded in his book. 

Q. How many were not recorded in his books ? 
A. There were four checks not recorded in the 
ook 
Q 
A 


How many were deposited in. the bank ? 

. There were five of those checks deposited at 
he bank. 
Q. And how many not deposited at the bank? 
A. ‘There were none that were not deposited. 
Q. Now, referring to the receipts received by 
fr. Palermo from the Mt. Adams Loggers Associa- 
ion for 1951, how many [301] did he receive that 

ear? A. Twelve. 
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Q. And how many were recorded in the books? 

A. I found one item recorded in the book under 
the name of McCormick which agrees with the 
check that he received exactly in amount from the 
Mt. Adams Loggers Association. 

Q. And you checked that with reference to and 
against the bank records, did you, and the deposit 
slips? A. Yes, I did. 

Q. And then that was recorded in his book? 

A. That one check was recorded in his book. 

@. And how many were not recorded, in his 
books, out of the twelve? 

A. There were eleven not recorded in the book. 

Q. And how many were deposited in the bank? 

A. Eight. 

Q@. And how many were not deposited in that at 
the bank? A. Four. 

Q. Now, referring to the same year, to Mr. Pa- 
lermo, and checking the McCormick Lumber Com- 
pany records against the books of Mr. Palermo, how 
many checks did you find he received from the Me- 
Cormick Lumber Company ? 

A. Twenty checks. 

Q. How many were recorded in his books and 
records ? 

A. Fourteen recorded in his books. [3802] 

©. And how many not recorded? 

A. There were nine, totaling nine—or six, I am 
sorry. totaling $9,365.49. 

Q. And how many was the total deposited in 
the bank? 
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A. There were nineteen checks deposited in the 
bank. 

@. And how many not deposited in the bank? 

A. One check. 

Q@. And going back now to the Mt. Adams 
Loggers Association, did I ask you what was the 
total amount not deposited in the books and records 
for 1951 for Mt. Adams Loggers Association ? 
You asked the number of checks. 

What was the amount? 

Hight, amounting to $4,924.97. 

Not deposited in the bank? 

There were four checks. 

. Now, referring to the receipts for the year 
1951 from C. O. Ackley to Mr. Palermo, did you 
check the books and records as to this account? 

A. I did. 

Q. And how many checks did he receive from 
Mr. Ackley? A. Fourteen. 

Q. And how many checks were recorded in his 
books? 

A. There were thirteen payments recorded in his 
book. 

Q. And how many not recorded in his [303] 
books? A. There was one. 

Q. All right, were there some additional items 
not recorded in his books or partial payments not. 
recorded in his books? 

A. There were. For instance August 9, 1951, he 
received a check for $5.053.97 from Mr. Ackley. On 
that date he—or approximately that date he re- 
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corded in his book $4,853.16, and an understatement 
there of $200.81, and the same is true of the check 
September 10, 1951. The amount, not recorded in 
the book was $799.35, less than that, than the actual 
check. 

Q. All right, and then what was the amount of 
checks not recorded ? 

A. The total amount of income not recorded in 
1951 

Q. No, what was the amount of his checks not 
recorded in his book—well was the total amount not 
recorded in his book from Mr. Ackley $3,502.75? 

A. Yes. 

Q. Now, as to the National Bank of Commerce, 
which was formerly Security State Bank, did you 
have a chance to compile the ledger sheets and the 
amount of the deposits for the year 1951? 

A. I did. 

Q. And what was the total deposit for 1951? 

A. $119,898.79. 

Q. That is the total amount at the White Sal- 
mon bank? [304] A. That is correct, sir. 

Q. And how much was identified as income 
through the checks and records in evidence? 

A. $118,948.79. 

Q. And how much was nonincome or unidenti- 
fied ? A. $950.00. 

Q. Now, did you compile a summary of unre- 
ported income for 1951 that we have been discussing 
by individuals beforehand ? A. Yes, [Wag 
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Q. All right, what was the total amount recorded 
n the books and records of Mr. Palermo? 


i h08 178122. 
Q. And how much is the total not recorded in his 
ooks and records? A. $21,951.48. 


Q. And what was the total amount deposited 2 

A. The total amount deposited in the bank was 
119,898.79, and the income items there was $118,- 
48.79. 

Q. That wasn’t deposited? The last figure wasn’t 
eposited which you read ? 

A. No, Iam sorry, I read deposited. 

@. How much was not deposited in the year 
951? A. $1,180.91. 

Q. Making a total amount of gross income ac- 
ording to the evidence in what amount? [305] 

A. That would be a total of $98,178.22 and $21,- 
51.48, about $119,000.00. 

Q. What is the total amount of $121,000.00 that 
ou have got on the lefthand side? 

A. That is $120,129.70. 

Q. That is the total amount of gross income ? 

A. Yes, that’s night. 

@. How many were the total checks in 1951 that 
e received on which the records were received ? 

A. Fifty-four. 

Q. And how many recorded in his books and 
ecords ? A. Twenty-nine. 

Q. And how many were not recorded in his books 
nd records? A. Twenty-five. 
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How many checks were for nonincome? 
Three checks were for nonincome. 

Again on the bottom of each of the pages, Mr. 
Simonson, [806] have you in your own handwriting 
or my stenographer’s handwriting generally placed 
the exhibit number? A. Yes, sir. 

Q. Concerning each of these pages? 

A. Yes, at the top of each page. 

Mr. Bantz: I have offered Plaintiff’s Exhibit 87 
for evidence, your Honor. 

Q. Is your record a duplicate of what you origi- 
nally made up from the files—from your files and 
investigation of this case? 

A. Except for headings and exhibits. 

Q. Headings and exhibit numbers? 

A. That is correct. 

Q. But the figures and the amounts are the same 
unless there was typographical errors, I take it? 

A. ‘That is right. 

Q. Did you have any typographieal errors in this 
one that we changed with pencil ? 

A. Not that I know of. 

Mr. Bantz: If you don’t mind, your Honor, I 
think that they want to be looking at those while I 
continue. 


@. And how many checks were deposited? 

A. Forty-eight. 

@. And how many were not deposited ? 

A. Three checks. 

Q. Three? A. No, six checks, I am sorry. 
Q. Six checks were not deposited ? A. Yes. 
Q. 

A. 

Q. 
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The Court: That is all right. 

Q. Now, Mr. Simonson, referring to the year 1952, 
lid vou make the same type of investigation or cross 
shecking between the books and records of Mr. Pa- 
ermo and the [307] evidence in this trial either at 
he time or prior to the time of this trial and then 
check it in the last day or so as to the year 1952 for 
he following individuals: Stevenson Plywood, Cecil 
). Nichols, Bolter and Landgraf, Roy Landgraf, now 
leceased, Mt. Adams Loggers Association, 8. D. S. 
samber Company, J. Hofert Company, C. O. Ackley, 
‘IeCormick Lumber Company, Highland Lumber 
Jompany, Jackknife Mill, Columbia-Hudson, and the 
leposits at both banks, the National Bank of Com- 
nerce and the Bank of Stevenson ? 

A. Yes, I did. 

Q. Now, the records that you have before vou, 
re they a duplicate or an original report—or a copy 
f an original report that 1s in my possession pre- 
vared with headings that we have discussed pre- 
ously ? A. Yes, they are. 

Q. And the other identifying marks? 

A. Yes. 

Q. Now, referring to the year 1952, to the Steven- 
on Plywood account, did you check your records 


ecording to that one? A. I did. 
Q. And find any checks received by Palermo 
rom Stevenson Plywood ? A. I did. 


Q. How many checks were received ? 
A. Six checks. [308] 
Q. And what is the total amount? 
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A. $4,701.34. 

Q. How many checks were recorded by Mr. Pa- 
lermo in his books and records? 

A. None were recorded. 

Q. How many were recorded; did you say none? 

A. None were recorded in his books. 

Q. What was the total not recorded in his books 
and records ? A. All six totaling $4,701.34. 

Q. How many were deposited in the bank by Mr. 
Palermo for the year 1952? A. Six checks. 

Q. Now, referring to the account of Cecil C. 
Nichols for 1952, how many checks did Mr. Palermo 
receive in accordance with the evidence here? 

A. Seven checks for 1952. 

Q. And what was the total amount of the checks? 

Ae 397.97, 

Q. And were any of them recorded in his books 
and records? A. No, they were not. 

Q. And what was the number not recorded in 
books by Mr. Palermo ? 

A. All six—or all seven. 

Q. And what was the amount of the checks un- 
recorded ? A. $1,397.97. [809] 

Q. And how many checks were deposited in the 
bank? A. One check. 

Q. And how many checks not deposited in the 
bank? A. Six checks. 

Q. What is the total deposited ? 

A. $326.21. 

Q. And how much money not deposited ? 

A. $1,071.76. 
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Q. Referring to the receipts from Roy Landgraf 
or 1952, did you check that account? 

A. Yes, I did. 

Q. And what did you find as to the number of 
hecks? 

A. There was one check from Roy Landgraf in 
952. 

@. And what was the amount of that check? 

A. $221.27. 

Q. And was it or was it not recorded in his books 
nd records? 

A. It wasn’t recorded in his books. 

@. And was it deposited in the bank? 

A. It was deposited in the bank. 

Q. All right, refer now to the receipts from 
solter and Landgraf for 1952, what did your investi- 
ation show there? 

A. I found that he received two checks totaling 
490.45. These were checks 


And what was not deposited in the bank ? 
One check for $259.45. 

In the vear 1952 please refer to the Mt. 
\dams Loggers Association, did you check the rec- 
rds as to this account ? ae CGB 


Q. Were these checks recorded or not recorded 2 
A. They were not. [310] 

Q. And what was the total amount not recorded 2 
A. $490.45. 

@. And what was the total deposited in the bank ? 
A. One check for $231.00. 

Q. 

A. 

Q. 
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@. And what was the number of checks he re- 
ceived from the Mt. Adams Loggers Association ? 

A. There were fourteen checks from Mt. Adams. 

Q. And what was the total amount of the checks? 

A. $3,686.95. 

Q. And how many were recorded in his books and 
records ? A. None were recorded in his books. 

Q. There were fourteen not recorded in his books 
and records? A. That is correct. 

Q. And the total amount not recorded in his 
books? A. $3,686.95. 

Q. And how much was deposited in the bank? 

A. $3,431.71, twelve checks. 

Q. And how many were not deposited ? 

A. Two checks for $255.24. 

Now, referring to the account of 8. D. S. Lum- 
ber \OSiipany [311] for the year 1952, did you ex- 
amine the checks payable to Joe Palermo? 

Yes. There was one check for $762.45. 

Was this recorded in his books and records? 

It wasn’t. 

Was it deposited in the bank ? 

It was deposited in the bank. 

And the receipts from J. Hofert Company for 
to Joe Palermo, what does this account show ? 

It shows one check in the amount of $100.00. 

Was it or was it not recorded ? 

It wasn’t recorded in the book. 

And was it deposited in the bank ? 

It wasn’t deposited in the bank. 

Referring to the receipts for the year 1952 


1952 
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rom C. O. Ackley, did you find any checks or does 
he evidence show any checks received from Mr. 
.ckley for this year? A. Yes, sir. 

Q. How many? A. Eleven. 

Q. What was the total amount that year? 

A. $44,496.68. 

Q. How many checks were recorded in his books 
nd records? A. Hight checks. 

Q. What was the total amount recorded? [312] 

A. $33,150.74. 

Q. How many checks were not recorded in his 
ooks and records? A. Three. 

@. And what was the total amount of those not 
ecorded ? 

A. It was $11,345.94, in income not reported. 

@. Allright, what was the total amount deposited 
n the bank ? A. $44,496.68. 

Q. Referring, Mr. Simonson, to the McCormick 
dumber Company account for 1952 will you refer to 
hat and the material that 1s in evidence, how many 
hecks did you find that the McCormick Lumber 
Yompany paid to Joe Palermo, if any? 

A. ‘Twenty checks. 

Q. What was the total amount of those checks? 

A. $66,800.44. 

Q. And how many checks were recorded in his 


ooks and records? A. Seventeen. 
Q. And what was the total amount recorded in 
is books and records ? A. $61,905.91. 


Q. And how many were not recorded in his books 
nd records? 
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A. There were three not recorded on his books 
and records. 

Q. And what was the total amount not recorded ? 

A. The total not recorded in his books was $4,- 
894.53. 

Q. And what was the total amount deposited in 
the bank? [813] A. $66,800.44. 

Q. Allright, refer to the Highland Lumber Com- 
pany, Inc., for the account of Joe Palermo in 1952, 
what did your investigation show as to the number 
of checks received ? A. Two. 

Q. And what was the total of those two checks? 

A. $2,172.96. 

Q. How many checks were recorded in his books 
and records? A. One. 

Q. And how many were not recorded? 

A. One. 

Q. And what is the total amount not recorded in 
his books and records ? A. $1,857.60. 

Q. How many were deposited in the bank? 

A. Both checks, $2,172.96. 

Q. Now, referring, Mr. Simonson, to the account 
of the Jackknife Mill, parentheses L. C. Coleman, 
who I think the evidence shows was the owner, what 
do your records show with reference to this account? 
One check for 1952. 

What is the total amount? 

$1,368.00. 

Was that recorded in his books and records? 
That was recorded. [814] 

Referring to the receipts from Columbia-Hud- 
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on Company in 1952, what does your investigation 
how as to the number of checks received ? 

A. One. 

Q. And what was the amount? 

A. $1,212.26. 

Q. And that this recorded? 

A. Yes, it was. 

Q. And was it deposited ? 

A. It was deposited. 

Q. Now, Mr. Simonson, did you make a summary 
f the bank deposits to the National Bank of Com- 
nerce, White Salmon, for 1952 in which you identi- 
ied the total deposits, and identified as income and 
1onincome or unidentified ? A. Yes, I did. 

Q. Now, what was the total amount of deposits 
‘or 1952 in this bank ? A. $128,206.54. 

Q. And what was the total amount Identified as 
ncome ? A. $123,866.72. 

Q. And what was the total amount of Nonincome 
yr Unidentified ? A. $4,339.82. 

Q. Now, do you have a summary of the Bank of 
Stevenson for 1952? A. Yes, I do. [815] 

Q. Allright, what was the total amount of money 
leposited that year? A. $1,857.60. 

@. And was this identified as income? 

A. It was. 

Q. Now, what was the total amount for the two 
yanks, then, for gross receipts for the year 1952 as 
shown by the deposit slips? 

A. The total deposits were $130,064.14. 

Q@. And identified as income? 
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A. $125,724.32. 

Q. And nonincome or unidentified ? 

A. $4,339.82. 

Q. Now, did you, Mr. Simonson, prepare a sum- 
mary of the receipts for the year 1952 concerning all 
of the companies or individuals that we have dis- 
cussed for the year 1952? A. JI did. 

Q. And what was the total amount of the checks 
for the year 1952? 

A. Total amounts of the checks, Income checks 
was $127,410.77. 

Q. And the total amount of nonincome and un- 


identified ? A. $4,339.82. 
Q. Then, what was the total of the bank account 
for the year ? A. $131,750.59. 


Q. And what was the total amount recorded in 
his books? [816] What was the total for the year 
1952? A. $97,9522% 

@. And what was the total amount not recorded 
in his books for 1952? A. $29,458.50. 

Q. And how much was the total amount de- 
posited ? 

A. The total amount deposited of income was 
$125,724.32. 

Q. And how about nonincome deposits ? 

A. $4,339.82, a total of $130,064.14. 

Q. And what was the total amount not deposited 
for the year 1952? A. $1,686.45. 

Q. All right, what were the total number of 
checks received during the year by Mr. Palermo in- 
sofar as the records show? 

A. Sixty-seven income checks. 
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Q. And how many unidentified or nonincome? 
A. Thirteen. 
Q. And how many checks were recorded in his 
books and records? 
A. Twenty-eight recorded, twenty-eight checks. 
Q. And how many were not recorded in his books 
and records ? 
A. Thirty-nine were not recorded in his books 
and records. 
Thirty-nine income checks? 
That is correct. [317] 
And how many nonincome ? 
Thirteen. 
Were not shown in his books? 
Yes, were not shown in his books. 
How many checks were deposited in the bank 
Account ? A. Fifty-seven. 
Income checks ? A. Yes, income checks. 
And how many unidentified checks ? 
Thirteen. 
How many did you say, Mr. Simonson? 
Thirteen nonidentified checks. 
And how many did you find of the checks 
were not deposited for the year 1952? 
A. ‘Ten checks were not deposited. 
Q. Mr. Simonson, are the figures in 
Mr. Bantz: Justa moment, would you mark this 
for identification? It needs to be stapled together. 
The Clerk: Plaintiff’s 88. 
Q. Mr. Simonson, in Plaintiff’s 88 for Identifi- 
cation, is this the sheets that vou have been reading’ 
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from for the year 1952? A. Itis. 

Q. Are they the same—the figures the same as 
your original sheets in your file of the Internal Rev- 
enue file concerning [318] the year 1952? 

A. Itis. 

Q. With the same exceptions that we have dis- 
cussed previously ? A. That is correct. 

Q. But the figures themselves are the same? 

A. Yes, the figures are the same. 

Q. And on these you have placed here in your 
own writing or someone else’s writing what exhibit 
is on each sheet, is that correct? 

A. That is correct. 

Q. That is written on each sheet? A. Yes. 

Mr. Bantz: At this time, your Honor, I will offer 
Plaintiff’s 88 in evidence and give them a copy. 

The Court: All right. 

Q. Mr. Simonson, in the previous reports that 
we have been discussing there, counsel and I noticed 
that on the bank statements you have the letter ‘‘S”’ 
to the left of the amount. What does that mean? 

A. I have keyed the Bank of Stevenson. 

Q. And if there is no ‘‘S’’ in front of it, what 
does that mean? 

A. That means it went to the National Bank of 
Commerce or formerly Security State Bank. 

Q. They are the accounts that are in evidence? 

A. Yes, they are. [319] 

Q. Now, Mr. Simonson, referring to the year 
1953, did you make a similar study and comparison 
for the vear 1953 with Mr. Palermo’s books and ree- 
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rds and for the accounts with Stevenson Plywood, 
fackknife Mill, McCormick Lumber Company, Mt. 
\dams Loggers Association and Seaton and 
Sprague, and the two banks—or the National Bank 
£ Commeree deposits ? A. I did. 

Q. Now, referring to the Stevenson Plywood ac- 
ount for 1953 for Mr. Palermo, what does your in- 
estigation and your records that are in evidence 
ere show as to the number of checks received for 
his year? 

A. There were nine checks received. 

Q. And what was the total amount of the checks 
eceived ? A. $16,034.87. 

Q. And how many checks were recorded in his 
ooks and records? 

A. There were four recorded in his books and 
ecords. 

@. And how much was the total amount ? 

A. $9,543.83. 

Q. And how many checks were not recorded in 
is books and records ? 

A. ‘There were five checks not recorded. 

Q. And what was the total amount of the checks 
ot recorded ? A. $6,491.04. [320] 

Q. And how many checks were deposited in the 
ank ? A. Five. 

Q. And what was the total deposit? 

A. $13,955.37. 

Q. And how many checks were not deposited in 
he bank ? 
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A. $2,079.50—Four checks, I am sorry. 
Q. Would you state that again? 
A. There were four checks not deposited in the 


Q. And what was the total? A. $2,079.50. 
Q. All right, referring now, Mr. Simonson, to the 
Jackknife Mill, parentheses L. C. Coleman, for the 
year 1953, what did your investigation show as to the 
number of checks paid to Mr. Palermo for this 


year? A. There were eight checks. 
Q. And what was the total amount? 
A. $21,129.02. 
Q. And were these checks recorded on the books? 
A. They were. 
Q. And were any not recorded? 
A. Except for the variation in a figure, all were 


recorded. 
How many were deposited in the bank? 
Six. 
How many were not deposited ? 
Two checks. [321] 
Now, Mr. Simonson, in reference to the Me- 
Cor aie Lumber Company for 1953, what does the 
records show as to the amounts paid by the company 
to Joe Palermo; how many checks? 

A. Thirteen checks. 

Q. And what was the total amount of those 


eoreore 


checks ? A. $28,970.35. 
Q. How many checks were recorded in his books 
and records? A. Eleven. 


Q. And what was the total amount recorded ? 
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A. $26,629.67. 

Q. And how many checks not recorded in his 
00ks and records ? A. Two. 

Q. And what was the total amount of the two? 

A. $2,340.68. With the variation in one of the 
otal amount unrecorded was $2,340.68. 

Q. Now, I notice there is a, difference in the fig- 
ires there of $29.22 in the check of May 28, 1953. 
Would you please explain that? 

A. The check in evidence is in the amount of $2,- 
349.22. Mr. Palermo recorded in the amount about 
that time of $2,600.00 income from McCormick Lum- 
oer Company on his records. 

Q. And the McCormick records show the same, 
does it? 

A. The McCormick records shows $2,649.22. 

Q. And you have then carried the $49.00 over as 
an unrecorded [3822] item ? A. That is correct. 

Q. How many checks were deposited in the bank ? 

A. Twelve. 

Q. And how many not deposited ? A. One. 

Q. Now, Mr. Simonson, referring to the Mt. 
Adams Loggers Association account for 1953, what 
does your investigation show as to the number of 
checks received by Mr. Palermo from this company 
for that year? A. ‘Twenty-five checks. 

Q. What is the total amount of the checks? 

A. $18,785.08. 

@. And how many checks were recorded in his 
books and records? A. Thirteen. 

@. And how many cheeks were not recorded ? 
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A. Twelve. 
Q. What was the total amount of the checks 
recorded ? A. $13,661.40. 


@. And what was the total amount not recorded ? 

A. $5,123.68. 

Q. And how many checks were deposited to the 
bank account? A. Twenty. 

Q. What is the total amount deposited ? 

A. $16,365.67. [3823] 

Q. And how many checks were not deposited in 


the account ? A. Five checks. 
@. And what was the total amount? 
A. $2,419.41. 


Q. Now, Mr. Simonson, referring to the record of 
receipts from Seaton and Sprague, what does your 
record show and your investigation show as to the 
number of checks for the year 1953 received by Mr. 
Palermo from Seaton and Sprague? 

A. Six checks. 

Q. What is the total amount of the checks? 

A. $31,946.57. 

Q. And he recorded these checks and he deposited 
them ? A. He did. 

Q. Now, referring to the compiled bank state- 
ment of the Nt. Bank of Commerce for 1953, did 
you compile the list of the deposits and the money 
identified as income and the list of nonincome or un- 
identified ? A. I did. 

'Q. Now, before we go on again, why do you 
classify some of the monies as nonincome or un- 
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identified in this here? I notice a $1,500.00 item dated 
July 15, 1953, from the Mt. Adams Loggers Associa- 
tion, Nnonincome or unidentified. 

A. That $1,500.00 item was Mr. G. L. Gibbons. 

Q. Oh, yes. [824] 

A. We did not contact Mr. Gibbons regarding 
that payment and did not find exactly what it was 
for, or else it was a payment for something—sale of 
equipment or something like that. 

Q. All right, Jet me ask you this then, the matters 
listed in these and identified as income are the mat- 
ters of checks that are in evidence in this trial, is 


that correct ? A. That is correct. 
Q. And we are not alleging anything as to the 
other income ? A. No. 


Q. Now, for the year 1953 what was the total 
amount of deposits at the National Bank of Com- 
merce at White Salmon ? A. $119,088.72. 

@. And how much was identified as income? 

A. $111,886.16. 

Q. And how much is nonincome or unidentified, 
AS We explained? A. $7,202.56. 

Q. Now, Mr. Simonson, did you make a summary 
of the amount of money received for the year, the 
umount recorded in the year, and the amount not 
recorded, and the amount deposited and the amount 
not deposited ? Ay, Iwaaal. 

Q. All right, and will you state what amount of 
money that the records show that he received for the 
vear 1954? [325] 
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Mr. Velikanje: 1953. 

Mr. Bantz: 1953, pardon me. 

Q. Income and nonincome? 

A. The total amount is $124,068.45. 

Q. How much was recorded in the books? 

A. $102,901.73. 

Q. How much was not recorded in the books or 
records ? A. $13,964.16. 

Q. And how much money was deposited in the 
bank account, both income and wnidentified ? 

A. $119,088.72. 

Q. And how much money was not deposited in 
the bank ? A. $4,979.73. 

Q. All right, Mr. Simonson, how many checks did 
he receive as a total in 1953, as far as the records 


show ? A. Seventy checks. 
Q. And how many checks were recorded in the 
books ? A. Forty-two. 


Q. And how many checks were not recorded in 
the books and records? 
Of the income nineteen. 
And how many of the nonincome ? 
Nine. 
And how many checks deposited in 1953 ? 
Fifty-eight checks. [326] 
Including nonincome ? 
Yes, including nonincome. 
. How many checks were not deposited for the 
year 1953 ? A. ‘Twelve checks. 
©. Twelve checks not derosited ? A. Yes. 


OPOPoOPoP 


United States of America 285 


(Testimony of Paul Simonson.) 

Mr. Bantz: Clip that together, please, and mark 
it for identification. 

The Clerk: Plaintiff’s 89. 

@. Mr. Simonson, Plaintiff’s Exhibit 89 for Iden- 
‘ification is what you have just been reading from 
und testifying from? A. Itis. 

Q. Is this a true copy of the original report that 
you made and which cheeks with the evidence now in 
his trial? A. Itis. 

Q. The only difference being what we talked 
bout in the other one? A. That is correct. 

Q. And I notice there is some writing on here 
isting some exhibits and exhibit numbers. Did you 
place that there? A. Yes, I did. 

Q. And is that in connection with the trial here? 

A. Yes. Yes. 

Q. Otherwise, they are the same as your original 
‘ecords? [327] A. That is correct. 

Mr. Bantz: I will offer Plaintiff’s 89, vour 
Honor. I will give counsel a copy of the same. 

Mr. Moore: With reference to Plaintiff’s Ex- 
ubits 86, 87 and 88 for Identification, and also 89, 
issuing that that is the same, whenever on these 
summaries you have parentheses around something 
you mean that it is the reverse of what monies is in 
the column ? A. That is correct, yes. 

Mr. Moore: In other words, it means if it shows 
10t recorded in book for instance and there are a 
vumber of columns and there is one that has paren- 
heses avound it, it means it is recorded in the book 
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but you couldn’t find it and tie it in with the checks 
elsewhere ? A. I think that is correct. 

Mr. Moore: This $151.42 item? 

A. Yes, I think that is correct. 

Mr. Moore: And also with reference to 86, 87, 88, 
and 89, when you refer to money that is on the books 
and records of Mr. Palermo, and you referred to 
that in your testimony and in the exhibits them- 
selves, you referred to recorded in the book or not 
recorded in the book, by that you mean that they 
were or were not recorded according to the gross 
earnings statements, the photostats which are in evi- 
dence as Exhibits 70, 71, 72, 73, and 74? [828] 

A. That is correct. 

Mr. Moore: And you did not mean by your testi- 
mony that they were or were not recorded in any 
other records which Mr. Palermo might have had as 
far as you know? 

A. No, they were not recorded in the gross re- 
ceipts records which we obtained from your office as 
to the figures. 

Mr. Moore: In other words, any papers or slips 
ov anything else that Mr. Palermo may have had in 
his possession relating to receipts, for instance, as- 
suming that he had something else in his possession, 
which would indicate receipt of a check which you 
say is not recorded in book, it may have been in his 
possession by a record showing a receipt of that 
check, but you merely refer to one page in this book 
or two pages in this book? 


Umited States of America 287 


‘Testimony of Paul Simonson.) 

A. I referred to one or two pages which you gave 
ne as a receipt record. 

Mr. Moore: And just to clear it up, that is what 
rou asked for, wasn’t it? A. That is correct. 

Mr. Moore: I have no objection. 

The Court: ‘To any of these four? 

Mr. Bantz: He is still checking 89. 

The Court: Oh, I see. 86, 87, and 88 are admitted. 


(Whereupon, said summaries were admitted 
in evidence as Plaintiff’s Exhibits, 86, 87, and 
88.) [329] 


Q. Now, Mr. Simonson, as to Plaintiff’s Exhibits 
6, 87, and 88, did you have any knowledge of any 
ther books or records than what you checked ? 

A. No, I did not. 

Q. Did you ask for all the books and records for 
hose years covered in those exhibits, for the re- 
eipts? A. We asked for the receipts record. 

@. And those are what you got for that year? 

ia. MAGS. 

Mr. Bantz: For clarification may I ask the wit- - 
ess on a couple of matters? 

The Court: Yes. 

Q. Referring to Plaintiff’s Exhibit 89, counsel 
ould Jike to know what are the partial parentheses 
here. 

A. There are two checks in evidence. One is dated 
february 16th, 1953, and also February 25, 1953. 
the cheeks are $78.12 and $111.24. T put the paren- 
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theses there to indicate that they go with the item 
shown on Palermo’s records as $180.60. 

Mr. Moore: That is supposed to be in effect a 
bracket ? 

A. Yes, that is in effect a bracket. It should be. 

Mr. Moore: Yes, I see. No objection to 89, your 
Honor. 

The Court: 89 will be admitted. 


(Whereupon, said summary was admitted in 
evidence as Plaintiff’s Exhibit No. 89.) [830] 


Q. Mr. Simonson, handing you Plaintiff’s Ex- 
hibit 14, would you examine that Exhibit? 

A. Yes, sir. 

Q. Have you had a chance in the past to check 
through that Exhibit? A. I have. 

q. And what generally is that exhibit? 

A. ‘Those are deposit tickets to Joe Palermo’s ac- 
count at White Salmon Bank in Washington. 

@. For what year? A. 1948. 

Q. All right, handing you Plaintiff’s Exhibit 15, 
would you examine that. Have vou had a chance to 
see that previously ? A. I have. I have. 

Q. And have you had a chance to look the matter 
over in connection with this case? A. I have. 

Q. And just generally what is that? 

A. Those are deposit tickets to Joe Palermo’s 
deposit account im 1949 in the Security State Bank 
at White Salmon. 

Mr. Bantz: May I have Plaintiff’s Exhibits 22, 
25. 47 and 49. 
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Q. Mr. Simonson, handing you Plaintiff’s Ex- 
ibit 22 for Identification, will you please examine 


hat exhibit ? [331] A. Yes. 
Q. Have you seen that exhibit before? 
A. I have. 
Q. And have you had a chance to check it over? 
A. Yes. 
Q. And just generally what is that exhibit? 
A. It is ledger sheet to the account for Joe Pa- 


ermo for the years beginning June, 1947, through 
November 23, 1949, in the Security State Bank. 

Q. And do you recall that part of 1949 is on the 
ther exhibit, I believe it is 23? 

A. Yes; I recall. 

Q. And has been admitted ? 

A. I recall, yes. 

Q. Handing you Plaintiff’s Exhibit 85 for Iden- 
‘ification, will you examine that, please? 

A. Yes, sir. 

Q. Have you seen that before? 

A. Yes, I have. 

Q. And where did you receive that? 

A. I received that from Mr. Moore on Septem- 
ber 14, 1955. 

Q. And what does that purport to be? 

A. That is photostatic copy of receipts record of 
Joe Palermo for 1948 and also included receipts for 
1947. 

Q. Is that partial for 1947 or total? [832] 

A. I believe that is the total for 1947. 

Mr. Bantz: Your Honor, if we could have about 
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ten minutes, I will try and get my exhibits down and 
start going. We need about that time. 

The Court: All right, we will take a recess. 


(Whereupon, after recess the followimg pro- 
ceedings occurred :) 


Q. Mr. Simonson, for the years of 1950, 1951, 
1952 and 1953, did you make a summary of the num- 
ber of checks that were received by Mr. Palermo, 
and the number that were recorded in his books and 
records and the number that were not recorded in 
his books and records? A. I did. 

Q. And what is that summary for the four years 
included in the indictment ? 

A. The total for the four years shows that Pa- 
lermo received 235 checks for logs or services. There 
were 99 checks not recorded on the books, and the 
percentage of those items were 42.1 per cent. 

Q. Now, Mr. Simonson, did you make this sum- 
mary that you just read from the figures that you 
have talked about here in the past one and a half 
hours of the summary that you made for the years 
1950, 1951, 1952, and 1953? A. Yes, sir. 

Q. And, then, you added to that the preparation 
of the [333] percentages of the number of checks, at 
my request? A. That is correct. 

The Clerk: Marking Plaintiff’s 90, your Honor. 

Q. And this is in conjunction with the matters 
that are in evidence and have been admitted 2 

A. That 1s eorrect. 
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Mr. Bantz: I will offer this summary in evi- 
lence. 

Mr. Moore: Of what? 

Mr. Bantz: Of all income checks. 

Mr. Moore: No objection. 

Mr. Bantz: No objection, he said. 

The Court: All right, it will be admitted. 


(Whereupon, said summary of checks was ad- 
mitted in evidence as Plaintiff’s Exhibit No. 90.) 


@. Mr. Simonson, handing you Plaintiff’s Ex- 
ibit No. 1 for Identification, have you had an op- 
ortunity to see that? A. I have. 

Q. And what is that? 

A. This is the 1948 income tax return of Joe Pa- 
srmo and Bertha Palermo. 


Q. And you are familiar with it? A. Tam. 
@. Mr. Simonson, handing you Plaintiff’s Ex- 
ibit 42 for [334] Identification ? A. Yes, sir. 


@. Have you seen that exhibit before? 

A. I have. 

Q. Have you made some calculations concerning - 
zat exhibit ? A. Ihave. 

Q. And what is that exhibit? 

A. That is a check of the 8. D. 8. Lumber Com- 
any, dated July 2, 1948, in the amount of $750.33 
nd payable to Joe Palermo. 

Q. Now, handing you Plaintiff’s Exhibit 33, just 
ate if vou have seen those before and had a chance 
» review those before? A.» I have. 
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Q. Now, generally what are they, not specifically, 
but just what are they ? 

A. Those are checks of Columbia-Hudson Lum- 
ber Company, for the year 1948, made payable to 
Joe Palermo. 

Q. Now, handing you Plaintiff’s Exhibit 77 for 
Identification, have you seen that exhibit before? 

A. Yes, I have. 

Q. What is the exhibit? 

A. Those are two checks made payable to Joe 
Palermo in the year 1948 by Lyle Lumber Company. 

Q. Now, I believe I have just showed you Plain- 
tiff’s Exhibits [835] Nos. 22, 14, which is the deposit 
slips all concerning the year 1948, Plaintiff’s Ex- 
hibit 85, and the three groups I just handed you just 
a moment ago, which were Plaintiff’s Exhibits 77, 
33 and 42. Now, have you had a chance to make a 
schedule concerning the checks of 1948? 

A. J have. 

Q. That is concerning the companies or individu- 
als that are shown in Plaintiff’s Exhibits for Identi- 
fication 42, 33, 77, and 85, 14 and 22? 

A. That is correct. 

Q. Mr. Simonson, have you had a chance to check 
the checks and other matters here against the gross 
receipts book of Mr. Palermo for the year of 1948? 

A. ‘The photostatic copy, yes. 

Q. The photostatic copy given to you by Mr, 
Moore? A. Yes, Mr. Moore. 

Q. And, then, that is from what you made up a 
schedule? A. That is correct. 
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Mr. Bantz: I will have it marked for identifica- 
10N. 

The Clerk: That will be Plaintiff’s 91. 

Q. Handing you Plaintiff’s Exhibit 91 for Iden- 
‘ification, that is your work sheets? 

A. That is my work sheets. 

@. For the year 1948? 

A. 748, yes, sir. [836] 

Q. And is that concerning the matters of exhibits 
shat we have been talking about here, including Ex- 
ubit 85 which has been identified as the Palermo 
ross Receipts for 1948? A. That is correct. 

Q. And what generally does that exhibit show, 
10t specifically, but what is it made up for? 

A. It shows the total amount of checks received 
‘rom these customers, the amount recorded on the 
»00ks, not recorded on the books, deposited in the 
yank, and not deposited in the bank. 

Q. lor the year of 1948? 

A. Yes, for the year of 1948. 

Q. Kor Joe Palermo? A. Yes. 

Mr. Bantz: Your Honor, at this time I am going: 
0 offer Plaintiff’s 91, which is the compiled sum- 
nary of Plaintiff’s Exhibit 42, which is the checks 
of S. D. S. Lumber Company, Plaintiff’s Exhibit 33 
‘rom Columbia-Hudson Lumber Company, Plain- 
iff’s Exhibit 77 from Lyle Lumber Company, Plain- 
iff’s Exhibit 85, which I only wish to offer the part 
of that referring to the year of 1948, and any way 
hat the Court desires me to cut out 1947, and Plain- 
iff’s Exhibit 14, which are the bank deposit slips, 
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and Plaintiff’s Exhibit 22, which are the deposit 
registers of the bank account or the checking [337] 
account of the bank account at White Salmon, and 
the only part I want to submit is the part covering 
the year 1948. I also want to offer Plaintiff’s Ex- 
hibit 1, which is the income tax return of Joe Pa- 
lermo for the year of 1948, and I make such offex 
only for the purpose that I want to show that there 
was similar actions or transactions in the indictment 
years, and for not any money of those particular 
years, except as to similar transactions that will be 
testified from Plaintiff’s Exhibit 91 that I have of- 
fered in evidence. 

The Court: Mr. Moore, do you want the record to 
show an objection to it? 

Mr. Moore: Yes, an objection. Do you want me 
to state it as I did on the prior objection? 

The Court: Yes. 

Mr. Moore: First of all, with reference to all of 
the exhibits for identification recited by Mr. Bantz, 
and he has now offered, as immaterial; and, sec- 
ondly, with reference to 77 for identification 

The Court: Which one is that, 77? 

Mr. Moore: 77. Checks from the Lyle Lumber 
Company. 

The Court: Oh, yes. 

Mr. Moore: Insufficient identification. 

The Court: Yes. 

Mr. Moore: In reference to 91 by reason of [338] 
its inclusion of the substance of the rest of the ex- 
hibits for identification, and that the same has not 
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een shown to or even tend to show matters which 
Ir. Bantz seeks to prove thereby as previously 
tated on the other exhibits as stated before. 

The Court: Very well, without repeating it, I 
rant the jury to bear in mind that the same thing 
pplies to the evidence of 1948, that I previously 
old you applies to 1949, that it isn’t one of the in- 
ictment years and does not tend to prove the of- 
ense charged in the indictment years which cover 
ubsequent years, but the purpose of it is to show the 
ame pattern or method of operation and is to be 
onsidered and given whatever weight you think it 
s entitled to as bearing on the question of intent of 
he defendant for the years mentioned in the indict- 
nent. Now, I got lost here. These are all scattered 
round through my notes. The first one is which one? 
s that Exhibit 1? 

Mee Bantz: Yes, 1. 

The Court: I+ will be admitted. 


(Whereupon, said tax return was admitted in 
evidence as Plaintiff’s Exhibit No. 1.) 


The Court: What is the next one in chronologi- 
al order ? 

Mr. Bantz: 14. In chronoligical order, 14. [839] 

The Court: Any of this shown for the year prior 
0 1948 should be deleted or not made visible to the 
wry. 

Mr. Bantz: That is right, I have got the ledger 
sheet and it shows 1947 and anything T have IT will 
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take off with counsel’s permission. I am not trying 
to show 1947 in it. 

The Court: Well, it will be understood that any- 
thing prior to 1948 will be deleted or cut off. What 
is the next one after 14? 

Mr. Bantz: We have 22. 

The Court: 22. 

Mr. Bantz: I am sticking to the two years 1948 
and 1949, Exhibit 22, your Honor. 

The Court: I have ’47 in my notes. 

Mr. Bantz: Well, it does have part of ’47 and it 
will be taken out. 

The Court: It will be deleted. You are going to 
cover *49? 

Mr. Bantz: Well, I have covered it with the ex- 
ception of three items. 

The Court: You didn’t have 15 in there? 

Mr. Bantz: No. 

The Court: Now, what is the next one after 14? 

Mr. Bantz: 22. 

The Court: 22, yes, I have that. [840] 

Mr. Bantz: 33. 

The Court: All right, 33. 

Mr. Bantz: 42. 

The Court: Wait just a moment, where is 33. All 
right, 33 will be admitted. 

Mr. Bantz: 42. 

The Court: 42 admitted then. 

Mer Banta: 77. 

The Court: All right, admitted. 
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Mr. Bantz: 85. 

The Court: And 85 is admitted. 

Mr. Bantz: And 91 which was the summary, your 
Honor. 

The Court: All right, 91. 


(Whereupon, said documents were admitted 
in evidence as Plaintiff’s Exhibits, 22, 33, 42, 77, 
85, 91.) 


The Clerk: Your Honor, on the blocking out I 
would like to have counsel help me designate which 
of those portions of the exhibits should be blocked 
out. 

The Court: Both counsel, you mean. 

Mr. Bantz: Yes, that is agreeable. 

The Court: We can do that afterwards. 

Mr. Bantz: Now, Mr. Simonson, handing you 
Plaintiff’s Exhibit 91—your Honor, I will just save 
a little bit of [341] time; I will read this myself. It 
has been admitted. 

The Court: All right. That is all right. 

Mr. Bantz: ‘This is a summary of the receipts in 
connection with Palermo from the Columbia-Hudson 
Lumber Company during the year 1948. The total 
amount of money paid to Mr. Palermo is $9,138.23. 
There was recorded in the books $2,789.10. There 
was not recorded in the books $6,349.13. There was 
deposited in the bank $7,117.58 and there was not 
deposited in the bank $2,020.64. In the year 1948 
receipts from the 8S. D. S. Lumber Company, there 
was a check in the amount of $750.33. It wasn’t re- 
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corded in the books and records and it was deposited. 
In the year of 1948, from Lyle Lumber Company, 
the records show that there was two checks paid to 
Mr. Palermo in the amount of $6,368.44. They were 
recorded in the books in the amount of $6,012.42, and 
not recorded in the books in the amount of $356.02, 
and $6,368.44 was deposited in the bank. 

Q. Now, Mr. Simonson, will you please examine 
Plaintiff’s Exhibit 15 for Identification. Have you 
seen that before? A. TIT have. 

Q. And what is that generally? 

A. Those are deposit tickets to the account of 
Joe Palermo in the Security State Bank, White Sal- 
mon, Washington, for the year 1949. [342] 

Q. All right, have you had a chance to review 
those deposit slips in connection with a summary for 
the year 1949? A. Yes. 

Q. Will you examine Plaintiff’s Exhibit 43 for 
Identification and state if you have seen that before 4 

A. Yes, I have. 

Q. And what does that purport to be? 

A. That is a check of the S. D. S. Lumber Com- 
pany to Joe Palermo for $125.80, dated December 
Onda, 1949. 

Q. Now, handing you Plaintiff’s Exhibit 46, what 
is that group of exhibits, just generally ? 

A. Those are checks of C. O. Ackley payable te 
Joe Palermo in the year 1949. 

Q. And handing you Plaintiff’s Exhibit 34, have 
you seen that before? A. Yes, I have. 

Q. And what does that purport to be? 
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A. Those are checks of the Columbia-Hudson 
sumber Company payable to Joe Palermo during 
he year 1949. 

Q. All right, have you used that exhibit in mak- 
ng up a schedule for the year 1949? 

A. On my schedule I used photostats which have 
een checked with these exhibits. 

Q. Now, handing you Plaintiff’s Exhibit 78 for 
dentification, have you seen that exhibit [343] be- 
ore? A. Yes, I have. 

@. Have vou checked through it in connection 
vith your summary for the year of 1949? 

A. I have. 

Q). Is that exhibit for the vear of 1949? 

A. Yes. 

Q. Handing you Plaintiff’s Exhibit 80 for iden- 
ification, have you seen that before? 

A. Ihave. 

@. And have you checked that over in connection 
vith a summary for the year 1949? 

A. Yes, I have. 

@. Now, Mr. Simonson, there has been admitted - 
n evidence the income tax return of 1949, the work 
apers—which is Plaintiff’s Exhibit 2 and Plain- 
iif’s Exhibit 26, which are the work papers of Mr. 
sates for the year 1949, and Plaintiff’s Exhibit 70 
or the year 1949, which is the gross earnings of Mr. 
-alermo as turned over to the Internal Revenue by 
Ir. Moore. You are familiar with those? 

my liam: 

(). Now. in connection with Plaintift’s Exhibits 2. 
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26, 70, that have been admitted, and Plaintiff’s Ex- 
hibits 15, 34, 46, 78, and 80 that you just looked at on 
the stand, have you compiled a summary for the 
year of 1949 showing [344] the amount of monies 
received in accordance with the gross income of Mr.— 
in connection with Plaintiff’s Exhibit 70 showing the 
gross receipts of Mr. Palermo as to the checks re- 
corded in his books and not recorded, amounts de- 
posited in the bank and not deposited in the bank? 

A. I have. 

Mr. Bantz: Would you please mark this for iden- 
tification ? 

The Clerk: Plaintiff’s 92. 

The Court: 92. 

The Clerk: Yes, sir. 

Q. Now, Mr. Simonson, handing you Plaintiff’s 
92, state if that is your work papers concerning your 
summary for the year 1949? A. That is. 

Q. And that is what you made up as a result of 
the exhibits that we have just been examining, the 
three that have been admitted and the five that have 


just been identified ? 
A. That is correct. And may I explain? 
Q. Yes. 


A. On this one with reference to C. O. Ackley 
there is some of Mr. Blankenship’s writing on that. 
I checked those figures. 

Q. Yourself? A. Yes, myself. [345] 

Q. And this summary is similar to the summaries 
that have been admitted for the years 1950, 1951, 
1952 and 1953? A. That is correct. 
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Q. And were they made in connection with 70 
hich is the gross receipts of Mr. Palermo? 

A. Yes. 

Mr. Bantz: Your Honor, at this time I will offer 
1 evidence for the year 1949, Plaintiff’s Exhibits 
or Identification 15, 34, 46, 78, 80, 92. If I may a 
1oment—I might have left one out here, just a 
1roment. 

The Court: ‘Those are the same ones you men- 
ioned in your previous question to Mr. Simonson? 

Mr. Bantz: Yes, they are, your Honor. 

The Court: How about 438, Mr. Bantz, it isn’t in 
vidence. 

Mr. Bantz: Your Honor, may I have back—or 
fr. Taylor, the one that has the receipts in the bank 
hat I just gave to you that we are going to block 
ut. 

The Court: The reason I asked you about that, 
t isn’t admitted. 

Mr. Bantz: Yes, I know, and he just called that 
o my attention. Oh, your Honor, I have 43 and it 
vas covered up and I showed it to him, I am sorrv. . 

The Court: I see. Do you wish to offer 43, then? 

Mr. Bantz: Yes, I do wish to offer 43 because it 
s [346] part of the summary that Mr. Simonson has 
lrawn. I wish to offer it on the same basis that I 
ffered 1948, for similar transactions and omissions 
or those years, and not to the current intent of the 
‘ears In issue here. 
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Mr. Moore: With reference to the offered ex- 
hibits for identification, your Honor, our objection 
goes to 15, 34, 48, 46, 78, 80, 92, on the basis that the 
same is immaterial, that the same do not have any 
tendency to prove that which Mr. Bantz claims that 
they would, and in addition with reference to Hx- 
hibit 78 for Identification, insufficient identification. 

The Court: Let me see, 78 is a check identified by 
Everett Thoren of the Lyle Lumber Company, is 
that 1t? 

Mr. Bantz: Yes, your Honor. That was by Mr. 
Thoren from the man who took over the Lyle Lum- 
ber Company. 

The Court: Oh, I see. 

Mr. Bantz: And had the books and records of the 
Lyle Lumber Company. 

The Court: Oh, yes, I remember. 15, 34, 43, 46, 
78, 80, 92 will be admitted. And I simply call your 
attention to the fact that these pertain to the year 
1949 and that is a year prior to the indictment, and 
T call vour attention that the limited purpose for 
which they are admitted will apply and be con- 
sidered by the jury. All right. [847] 


(Whereupon, said documents were admitted 
in evidence as Plaintiff’s Exhibits No. 15, 34, 
43, 46, 48, 80 and 92.) 


Mr. Bantz: If I may, your Honor, I will read 
from the Exhibit 92. 

The Court: All right. 

Mr. Bantz: This concerns the vear 1949 and con- 
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erns receipts from the Lyle Lumber Company paid 
9 Mr. Palermo and the amount was $22,929.20 for 
total of twelve checks. Seven checks were recorded 
a his books and records, totaling $19,000.00. There 
vere five checks not recorded in his books and rec- 
rds, totaling $5,129.20, and there was deposited in 
he bank eleven checks and the only one not depos- 
ted was a check in the amount of $98.44. 

Q. Mr. Simonson, referring to this, what figure 
; this one, please? 

A. That’s—I am sorry, right now I can’t 

Mr. Bantz: It is a matter of deposit in the bank 
ecount. If your Honor please, when we are through 
ve will check them again to be sure that it is correct. 
tis kind of erased and T think IT can’t tell now. 

whe Court: <All right. 

Mr. Bantz: Referring again to Plaintiff’s Ex- 
ibit 92, from the Columbia—no, the 8. D. S. Lum- 
er Company, Mr. [348] Palermo received a check 
n the amount of $125.80, and the check wasn’t re- 
orded in the book and not deposited in the bank. 
Vith reference to the account with C. O. Ackley for: 
he year 1949, Mr. Palermo received six checks in 
he amount of $7,535.36. He recorded in his books 
5,292.00. He did not record in his books and records 
2,143.36, and he deposited in the bank account all 
ix checks, totaling $8,535.36. In the year 1949, he 
eceived from Stevenson Plywood Company a total 
f five checks amounting to $2,367.65. He recorded 
n his books and records $1,879.65 and he did not 
ecord in his books and records $488.00. He depos- 
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ited in the bank $2,266.65 and he did not deposit 
$101.00 in his account. During the year 1949, he dealt 
with the Columbia-Hudson Lumber Company and he 
received a total of twenty checks which amounted tc 
$4,087.16—I believe that is eighteen checks amount- 
ing to $4,087.16. He recorded in his books $1,267.5¢ 
and he did not record sixteen checks amounting tc 
$2,819.61. He deposited eight checks in the amount 0! 
$2,763.95. He did not deposit ten checks in the 
amount of $1,323.21. 

Q. Mr. Simonson, handing you Plaintiff’s Ex 
hibit 66 for Identification, have you seen that ex 
hibit before? A. Ihave. 

Q. And generally what is that exhibit? 

A. That is a net worth trace for the years 1949 tc 
1953. 

Q. What do you mean by a net worth [349 
trace ? 

A. It is a computation of income based on a ne 
worth, that is adding up his assets and labilities anc 
determining the increase in his net worth each year 

Q. Now, you mean that that is determined fron 
one calendar year to the next calendar year? 

A. That is correct. 

Q. Well, does that show on that exhibit year by 
year ? 

A. It does for the years 1949 through 1953. 

Q. And where did we receive that exhibit ? 

A. Mr. Blankenship received this from Mr 
Moore, as testified to yesterday. 

Q. That was in connection with the power of at 
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orney that we have? A. That is correct. 

Q. Or that he had, pardon me. Now, have you 
xamined that exhibit as to generally the figures 
hat we have that are now in evidence and the bank 
tatements concerning the year 1949 up to date? 

A. Yes, I have. 

Q. And how does that exhibit generally compare 
vith what our figures would show, and I don’t mean 
o the dollar but within a few dollars of each other ? 

A. Generally for the years 1952 and 1953 I think 
his would be reasonably accurate net worth of Joe 
-alermo. 

Q. Now, is there any discrepancy in there that 
ou can put [350] your finger on or is it fair in all 
espects ? 

A. There is omitted from the net worth at the 
nd of 1952 and 1953 the savings account in the 
3ank of Stevenson now in evidence. 

@. And what did that amount to? 

A. Approximately $10,000.00, plus the interest 
iccrued on the account. 

Q. Now, I take it that this sheet is what an ac- 
ountant makes up for a net worth, is that right? 

A. This is an accountant’s work, yes. 

Q. Now, what was the net worth that he started 


vith in 1949? A. In 1949 it is $19,208.80. 
Q. And what was the net worth at the end of 
949 2 A. $26,811.07. 


Mr. Moore: Is 66 an identification or in evi- 
lence? I don’t know whether it is or not. Did you 
sav that it was? 
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Mr. Bantz: It hasn’t been admitted. Yes, 66 has 
been admitted. 

Q. What is the net worth at the end of 1949? 

A. $26,811.07. 

Q. Now, starting with the year 1950, what does 
he show, what is the net worth for that year of 1950? 

A. The net worth at the end of 1950 is $57,211.31. 

Q. Now, how much increase is there between the 
years 1949 and 1950? [851] A. $30,400.24. 

Q. Now, what is the net worth in the year of 
1951? 

A. The net worth shown here is $93,933.46, at 
the end of 1951. 

Q. And what is the net worth increase then for 
the year 1951? A. $36,722.15. 

Q. All right. Now, in 1952 what does that exhibit 
show as his net worth for that year? 

A. $119,360.41. 

Q. And what was the increase for the year 1952? 

A. $25,426.95. 

Q. Now, as far as you are concerned is that a cor- 
rect statement of his net worth at that time? 

A. At the end of 1952 there was a savings ac- 
count in the Bank of Stevenson with approximately 
$10,000.00 in the account which is not reflected on 
this net worth. 

Q. There was more than $10,000.00? 

A. There was a little bit more. $10,000.00 plus in- 
terest accrued. | 

Q. In other words, vou are assuming that this is 
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he correct net worth with the execption then of an 
tem of $10,000.00, or adding the $10,000.00 what is 
he net worth at the end of 1952? 

A. Approximately $129,000.00, little bit over 
129,000.00. 

Q. What then would be the increase in the net 
vorth from the [852] year 1951 to the end of 19522 

A. Approximately $35,400.00. 

Q. Now, what is the net worth at the end of 1953? 

A. $138,084.44. 

Q. All right, now, with reference to that how 
nuch was the increase between 1952 and 1953 as 
hown on this statement? A. $18,724.03. 

Q. All right, was the $10,000.00 still in the bank 
n 1953 2 A... Yes. 


Q. At the end of 1953? A. It was. 
Q. And is it reflected on this net worth state- 
1ent ? A. No, it isn’t. 


Q. Then, what would the net worth statement be 
t the end of 1953 if the $10,000.00 were included 2 

A. $148,084.00 plus the accrued interest on the 
avings account. 

@. ‘Then, if the figure was $148,000.00 plus dol- 
irs, what would be the increase from the end of 
952 to the end of 1953? 

A. It would be the same statement as shown here 
xcept with the accrued interest in the bank account 
or 1953, 1t would be an increase of $18,724, plus the 
ccrued interest. 

Q. Let me ask you this then, if the figure of 
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$138,000.00 is increased $10,000.00, does not the net 
worth for the year [853] increase $10,000.00? 

A. Not for the year before. 

The Court: You counted it the year before. 

Mr. Bantz: That is what I wanted to bring out. 

Q. In other words, in your figure here you have 
not counted it for the year before? 

A. In the computation I was assuming that fig- 
ure in the year of 1952 would be increase. 

Q. Allright. In other words, there is a $10,000.00 
difference between the net worth shown in there than 
what there would be if the $10,000.00 is added? 

A. That is correct. 

Q. Now, does that net worth trace show what he 
reported for his income starting with the year 1949 


through 1953 ? A. It does. 
Q. All right, what does he show for his income 
for the year 1949? A. Reported or indicated ? 


Q. No, reported. 

A. Reported income was $1,824.64 in 1949. 

Q. Now, there is the item of ‘‘Indicated Net In- 
come’’; what does that mean ? 

A. That is indicated income by making the net 
worth trace that it would be $9,602.27. 

Q. All right, then what is the difference between 
what he [354] reported and what this sheet shows 
was his income for the year 1949? 

A. $7,777.63. 

The Court: Pardon me, you are giving the net 
income and not the tax, on that figure, that is the net 
income and not the tax? 
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Mr. Bantz: Yes. 
A. Yes. 
@. Do you understand that now? A. Yes. 
Q. Now, for the vear 1950 what income was re- 
yorted under this particular sheet ? 


A. $4,553.00. 
Q. Is that the same figure that is on his income 
ax return ? A. That is correct, yes. 


Q. Now, according to his net worth statement, 
vhat is the indicated net income for the year 1950? 

A. $35,225.12. 

Q. And what is the difference for that year? 

A. $30,672.12. 

Q. Now, for the year 1951 what was his reported 
ncome for that year? A. $13,378.81. 

Q. And what does his figures on the net worth 
race show as his indicated net income for that vear ? 

A. $46,740.15. [355] 

Q. And what is the difference for that year? 

A. $33,361.34. 

Q. Now, according to this over here the last fig- 
ire you read was $46,740.15, and that is indicated. 
et income and not gross earnings ? 

A. Yes, it is indicated net income. 

Q. Now, referring to the year 1952 what income 
vas reported in accordance with this net worth trace 
ere ? A. $12,791.22. 

Q. And what does this show was the indicated 
et Income for the vear 1952? A. $42,937.37. 
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Q. And what is the difference? 

A. $380,146.15. 

Q. Now, for the year 1953 what was reported for 
this year? A. $17,725,832. 

Q. And what was the indicated net income? 

A. $32,966.94. 

Q. And what is the difference in the year 1952? 

The Court: 753. 

Q. 753, pardon me. A. $15,241.62. 

Q. Mr. Simonson, there is actually a difference 
between the allegations in the indictment of figures 
of money than there is in this net worth, is that 
correct ? [356 | A. ‘That is correct. 

Q. Which is the greater, do you recall; which is 
the highest ? 

A. The net worth shows a greater difference. 

Q. The net worth shows a greater difference? 

A. Yes. 

Q. Were the items that we have been discussing 
and that are in evidence in accordance with the in- 
dictment or with the net worth? 

A. The items in evidence are in accordance with 
the indictment. 

Q. And do the figures in the indictment generally 
check with what the evidence has produced in here 
and in accordance with your summaries? 

A. Yes, sir. 

Q. Are they quite close? 

A. I think that they are exactly right. 

Q. Handing you Plaintiff’s Exhibit 67, which 
has been admitted, what is that, M1. Simonson ? 
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A. This is 
Mr. Bantz: Just a moment. Your Honor, would 

ou mind my standing here. I have only one copy 

nd I need to ask him these questions. 

The Court: That is all right. 

Q. What is this now? 

A. This is a schedule of Differences between Re- 
orted Net [357] Income and Indicated Net In- 


"fe 


ome 

Q. Tell me what that means. 

A. The accountant has prepared a schedule of the 
otal receipts reported, the indicated receipts, and 
he increase or decrease in receipts for that year. 
‘he schedule also includes the expenses reported, the 
ndicated expenses per his analysis and the increase 
r decrease 1n those expenses. 

The Court: What number is that, please? 

Mr. Bantz: That is 67, your Honor. 

A. That is for the years 1951, 1952, and 1953. 

Q. Now, is this the same thing we were discussing 
vith the other exhibit? 

A. It bears a relationship to it but it isn’t the © 
ame, and this is actually going into the indicated 
eceipts and to the expenses and determining where 
t goes entirely by the return and what is indicated 
nd the net worth is not used in making this com- 
ation. 

Q. In other words, the indicated matter that is 
hown on Exhibit 67, would it be right to say that it 
s from the records that are probably in evidence 
hat he obtained checks for during those years? 
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A. It would not be possibly based upon the ree- 
ords in evidence. Apparently the expenses were de- 
termined from some sort of checks and invoices and 
the receipts it does [3858] not indicate on here where 
the receipts figure was obtained. 

Q. Now, I just want to ask you this: In the mat 
ter we have in the indictment are we challenging 
anything as to the expenses? 

A. No, we are not. 

Q. Have you accepted in your statement the ex 
penses of Mr. Palermo? 

A. The expenses shown on the returns are ac 
cepted for our compilations here. 

Q. In this case? 

A. Yes, in this case. 

Q. Now, I am reading here from the year 

The Court: Pardon me, it is not clear to me ant 
maybe not to the jury where this document cam 
from. Is this from the defendant’s attorney ? 

Mr. Bantz: Yes, from the defendant’s attorney 

Q. In the year 1951 it says reported $98,178.22 
what does that mean? 

A. That means gross receipts reported on the in 
come tax return. 

Q. And it says Indicated $119,398.79, what doe 
that mean ? 

A. It means that receipts should be reported i1 
that figure. 

Q. $119,000.00? A. Yes. [359] 

@. And you have Increase (Decrease) in Net 
$91 990.57. Ts that an increase or decrease ? 
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A. That is increase because there is no paren- 
theses around it. 

Q. In 1951 there is an increase of $21,220.57 2 

A. In receipts. 

Q. In receipts? A. Yes. 

Q. Now, for the Year 1952, it shows reported 
$97,952.27. Now, what is that according to the re- 
ported income ? 

A. That is indicated by the tax returns. 

Q. By the tax returns? A. Yes. 

Q. All right. The indicated for the Year 1952 is 
$112,680.76, what is that? 

A. That would be what should be shown on the 
tax returns according to this. 

@. According to their own ealculations? 

mM. Yes. 

Q. Then, there is an increase of $14,728.49 ? 

A. That is correct. 

Q. Now, for the Year 1953 it shows reported 
$102,901.72, indicated $113,888.72, with an increase 
there in the amount of $10,987.002 

A. That is correct. [360] 

Q. Now, that means that it indicates from their 
records when they checked them it should have been 
increased by $10,987.00? 

A. That is right. 

Q. Now, on the bottom of Plaintiff’s Exhibit 67 
it says, ‘‘Net Profit (logging)’’ which is in paren- 
theses and it says for the year 1951, reported $13,- 
319.81, what does that mean? 
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A. That is the net profits from logging shown 
on the tax return. 


@. For the Year 1951? A. Yes. 
Q. Then it says ‘‘Indicated.’’ Am I right, is that 
still the same column? A. That is correct. 


Q. Indicated $44,834.55, what does that mean? 

A. That is the figure which should be reported 
as indicated net profit for Mr. Palermo from logging 
in 1951. 

Q. And it shows the difference of $31,514.74? 

A. Correct. 

Q. For the Year 1952 it shows under “Re- 
ported’’ $12,173.87. Now, that is on the return? 

A. That should be the figure on the return, yes. 

Q. Indicated $40,812.43. Indicated means what 
it should have been? [361] A. Yes. 

Q. According to these figures? 

A. Yes, according to these figures. 

Q. And then it shows an increase of $28,638.56, 
is that correct? A. Yes, that is correct. 

Q. Now, that is the increase over what was 
actually reported on the return? 

A. That is correct. 

Q. In the Year 1953 it shows Reported $19,- 
625.32, the indicated shows $30,967.70 or an in- 
crease of $11,342.38, is that correct? 

Ae “Yhateisseorrect. 

Q. Handing you Plaintiff’s Exhibit 25 for iden- 
tification, have you seen that before? 

A. I have. 

Q. And what does that purport to be? 
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A. This is an application for loan at the Security 
State Bank at White Salmon. 

Q. And it is for Joe Palermo? 

A. Yes, for Joe Palermo. 

Mr. Bantz: May I have the income tax return 
for 1948. I believe it is Exhibit No. 1. 

Q. Handing you Plaintiff’s Exhibit No. 1 for 
the Year of 1948, the income tax return, what does 
it show the gross [862] earnings of Mr. Palermo 
were for that year? 

A. The adjusted gross income reported on this 
return is a loss of $6,040.68. 

The Court: For what year is that? 

Mr. Bantz: It is for ’48, your Honor. 

The Court: Yes, ’48. 

Q. Does this show his annual income for the 
Year 1948? 

A. Yes, it does. It shows ‘‘annual income or 
salary’’ and this is dated March 3, 1948. 

Mr. Bantz: Your Honor, I am going to offer 
Plaintiff’s Exhibit 25, which is a statement identi- 
ied from the bank official at White Salmon. Tt is: 
lated March 3, 1948, and I am offering it only for 
he purpose that it substantiates for original net 
vorth figures and showing that his assets by his 
wn statement run higher than what he states in 
aere, and I want it for only that limited purpose. 

The Court: Have yon seen it, Mr. Moore? 

Mr. Moore: Well, your Honor, we have one 
-omputation which we made subsequently and we 
aave additional computations as far as the net 
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worth is concerned. I submit that Plaintiff’s Identi- 
fication No. 25 being an application for a loan at a 
bank is probably as a practical matter not based 
upon the same facts that the Government would 
contend that a proper net worth statement should 
be made, and in addition to that as counsel has al- 
ready asked the witness with reference to [363] 
anticipated income, that is already shown that Mr. 
Palermo went into the logging business in the Fall 
of 1947, and in March 8rd of 1948, in trying to 
obtain a loan from the bank, he apparently makes 
an estimate of what he is going to make in 1948. 

The Court: J think he is offering it as a basis 
as to net worth. 

Mr. Bantz: Yes, net worth. 

The Court: And until the contrary is shown, that 
a man is telling the truth about his assets. 

Mr. Moore: The net worth, as I understand it, 
according to the law, is not based upon market 
value. 

The Court: Well, I think there is some evidence. 
L will admit it for what it is worth. That is num- 
ber 257 

The Clerk: Yes, sir. 


(Whereupon, said statement was admitted in 
evidence as Plaintiff’s Exhibit No. 25.) 


Q. You have some computations there, don’t 
you, Mr. Simonson, computations of tax? 

Ae. Yes, lsclos 

Mr. Bantz: May T have those identified or 
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marked for identification. Would you mark those 
separately, please, Mr. Taylor. [364] 

Mr. Clerk: 93, 94, 95, 96, your Honor. 

The Court: Are there four of them? 

The Clerk: Yes, sir. 

Q. Mz. Simonson, handing you Plaintiff’s Ex- 
ubit for Identification 93, was that statement pre- 
yared by you? 

A. That was prepared by me. 

Q. Now, Mr. Simonson, in our indictment we 
llege that the defendant well knew he owed back 
axes and we computed certain figures that he owed 
axes ohn in our indictment, and there has been 
xhibits admitted in evidence from which we com- 
uted our income tax for the Years of 1950, 1, 2 and 
93? Is that correct? A. That is correct. 

Q. Now, have you had an opportunity to com- 
ute what the tax would be, the additional tax would 
e for Mr. Palermo to pay, from the exhibits that 
ave been admitted in evidence, if his income tax 
eturn had been correct? A. I have. 

Q. Would you explain how you make a com-. 
utation of tax for a year, any year, what is your 
rocedure ? 

A. I start with the adjusted gross income and 
lake additions to the adjusted gross income as in- 
icated by the evidence. I allowed the deductions 
hich are claimed in this particular case, the 
‘andard deductions used most years. and it was 
lowed, and the exemptions are allowed, and [365] 
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the tax then computed by applying the tax rates 
acording to the law. 

Q. Now, handing you Plaintiff’s Exhibits 4, 5 
and 6, please look at those and at Plaintiff’s Identi- 
fication 93, which pertains to the Year of 1950, what 
was your starting base that year? 

A. I started with the adjusted gross income per 
return shown in Exhibit 3, $4,553.00. 

Q. And then to that you put the additional in- 
come? 

A. I added the additional income per the sum- 
mary to which I testified and which is in evidence 
of $16,873.70. 

Q. Now, in the computation of this tax for the 
Year 1950, did you use the generally accepted ac- 
counting procedure and practice for computing this 
tax? A. I did. 

@. And you have done this in the past, I assume, 
Mr. Simonson ? A. J have. 

Q. And what was the amount of tax that you 
came up with for that year? 

A. The income tax hability for Joe and Bertha 
Palermo for ’50, $4,347.90. The income tax liability 
shown on the return was $403.00. Additional tax of 
$3,944.90. 

Mr. Bantz: Your Honor, I will offer at this 
time Plaintiff’s Exhibit 93 for Identification for 
the purpose of showing computation of tax in ac- 
cordance with our indictment. [366] 

Mr. Moore: Could I inquire? 

The Court: Yes. 
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Mr. Moore: With reference to all four of these, 
o get it out of the way, when you say you add 
idditional income per summary you are referring 
0 your summaries which you gave before ? 

A. My summaries 

Mr. Moore: Your summaries which you gave be- 
‘ore which showed income which had not been in- 
luded in the records? 

A. On the records, yes. 

Mr. Moore: In other words, receipts which were 
ncome ? 

A. Yes. 

Mr. Moore: JI have no objection. 

The Court: Admitted. 


(Whereupon, said 1950 computation of tax 
was admitted in evidence as Plaintiff’s Exhibit 
No. 93.) 


Q. Now, Mr. Simonson, for the Year 1951, did 
ou make a computation of the tax? 

em. J did, sir. 

Q. Did you use as a starting point the income tax. 
eturn of 1951 for Mr. Palermo? 

A. Yes, I did. 

Q. What was that starting point? [367] 

A. Adjusted gross income as shown on the re- 
urn of $13,378.81. 

Q. And what tax was shown on his return that 
e owed ? 

Be. He Showed on fis return that he awed tax 
f $2,408.28. 
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Q. I am assuming that you again used the gen 
erally accepted practice of acounting procedure 
in determining the computation of tax for the Yea 


1951, is that correct? A. I did. I did. 
Q. And was it from the evidence that has beer 
adduced on this trial? A. Yes, it was. 


Q. And again did you come up with the addi 
tional tax due and owing by Mr. Palermo for the 
Year 1951? 

A. The income tax lability for the Palermo re 
turn of 1951 is $10,862.46. That is an additiona 
tax of $8,454.18. 

Mr. Bantz: I will offer Plaintiff’s Exhibit 9: 
for identification in evidence. 

Mr. Moore: No objection. 

The Court: It will be admitted. 


(Whereupon, said 1951 computation of tax 
was admitted in evidence as Plaintiff’s Exhibi 
No. 94.) 


Q. Now, referring to the Year of 1952, Mr 
Simonson, did you make a computation of tax fo 
that year? A. I did. [368] 

Q. And did you start as a basis with the income 
tax return of Mr. Palermo for that year? 

A. Yes. 

Q. What is the figure you started with for thai 
year ? 

A. Istarted with the adjusted gross income, Ex 
hibit 5, of $12,791.22. 

Q. And how much was shown was paid by Mr 
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Palermo for the Year 1952? A. $2,450.90. 

Q. Did you again use the generally accepted 
practice and procedure of accounting in the com- 
putation of tax for the Year 1952 in accordance 
with the evidence that has been admitted in this 
trial ? A. WYes, [edid. 

Q. And what is the computation of additional 
fax due in accordance with the figures before you? 

A. $15,898.58, that 1s additional tax that should 
pe paid of $13,447.68. 

Mr. Bantz: IJ will offer Plaintiff’s Exhibit 95 
into evidence. 

Mr. Moore: No objection. 

The Court: It will be admitted. 


(Whereupon, said 1952 computation of tax 
was admitted in evidence as Plaintiff’s Exhibit 
No. 95.) [869] 


Q. Now, referring to the Year 1953, did you 
make a computation of tax for that year? 

A. I did. 

Q. Did you as a starting point use a figure that 
is shown on the income tax return of Mr. Palermo? 

A. Yes. 

Q. For that year? ee tdaid. 

Q. What was that figure? 

A. The adjusted gross income per return, Ex- 
hibit 6, is $17,725.32. And may I explain, sir? 

@. Yes. 

A. On the 1953 income tax here on Schedule “C”’ 
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there was a computation error of $1,000.00 on the 
return, reflecting on his computation of the tax. 

@. You took it from him or gave it to him? 

A. The computation showed $1,000.00 more. Now, 
this return reflected $1,000.00 more income than 
would otherwise be shown on the tax return. 

Q. Then, what figure do you show that he paid 
tax on, the amount that he showed as income for 
the Year 1953? 

A. He showed income tax lability on his re- 
turn of $4,026.60. 

Q. All right. Now, did you in the generally ac- 
cepted acounting procedure compute the tax in 
accordance with the evidence that has been ad- 
mitted in this trial to show [370] what figure if 
properly computed he would have to pay for the 
Year 1953? A. Yes, I did. 

Q. And what is that total figure and then take 
away the amount that he has paid? 

A. The income tax hahility for Joe and Bertha 
Palermo for 1953 was $9,458.96 and an additional 
tax of $5,432.36. 

Q. Now, Mr. Simonson, do you recall from the 
ficures that were in the indictment and the figures 
that you have submitted in the computation of tax 
whether they are generally the same or exactly 
the same? 

A. I think that they are exactly the same. 

Mr. Bantz: I will offer at this time Plaintiff’s 
Exhibit 96 which is the computation of tax for 
1953. 
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Mr. Moore: No objection. 
The Court: Admitted. 


(Whereupon, said 1953 computation of tax 
was admitted in evidence as Plaintiff’s Exhibit 
No. 96.) 


Q. One more question, Mr. Simonson, the com- 
mutation you took of income tax wasn’t based upon 
Plaintiff’s Exhibit 66, the net worth statement, 
hat has been introduced, but on the specific items, 
s that correct? A. That is correct. [871] 

Q. When I say ‘‘specific items’’ I mean the items 
hat are in evidence in this trial? 

A. That’s right. 

Mr. Bantz: Your Honor, I am quite sure we are 
roing to rest and it is probably too Jate to start 
ross-examination, but I would like to have the op- 
portunity over night to check my file to be sure T 
vave got all of my exhibits admitted and I have 
verything in. To my knowledge, I have no other 
vitnesses and I would like to talk for a few minutes 
vith My. Simonson, and that would give counsel. 
in opportunity over night to prepare for his cross- 
xamination. 

The Court: Yes, all right. 

Mr. Bantz: Itis only ten minutes to the time for 
djournment. 

The Court: I am going to excuse the jury until 
en o’clock tomorrow morning, and perhaps vou 
vould like to know, ladies and gentlemen of the 
ury that I do not propose to hold court on Satur- 
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day, and so when you get through tomorrow after- 
noon you will be excused until Monday Morning, 
and you will have Saturday and Sunday to rest up. 
You will be excused until tomorrow morning at ten 
o’clock. 

(Whereupon, the following proceedings oc- 

curred in the absence of the jury:) 


The Court: I thought I would take this oppor- 
tunity to say that counsel have the right to present 
requested instructions [3872] to the Court, but I 
have quite a complete set of fairly recent income 
tax evasion cases similar to the charge here. I 
think that the last one I had was the Walters ease, 
and I have tried to draft the instructions in accord- 
ance with the recent decisions of the Circuit Court 
of Appeals of the Ninth Circuit, and so I just 
wanted to tell you that, and so if you don’t feel 
that you want to do a lot of work on the proposed 
instructions, it will not be necessary as far as J am 
concerned. 

Mr. Bantz: Your Honor, I have some proposed 
instructions. What are you going to use on wilful- 
ness, I would like to know? Are you going to use 
the same one you used in the Walters case? 

The Court: I had that in mind. I think the 
Walters case was after the Block and later decision 
of the Supreme Court. * * * 


(Whereupon, after discussion of the proposed 
instructions and law of the cases involved, court 
was adjourned.) 


